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Preface 


Welcome to the exciting and dynamic field of marketing! Driven by technological change, and changing consumer 
demands this fast-paced environment continues to quickly evolve, challenging marketers to stay informed and 
knowledgeable about new marketing approaches, regulations, and ideas. Enhanced digital approaches, especially, 
continue to advance social media marketing, mobile marketing, and customer relationship management programs, as 
well as in other Internet marketing pathways that may be integrated into offline or online marketing practices. 


Real-time marketing and content marketing approaches are used in increasingly creative ways to reach consumers, 
businesses, and organizations. Conventional marketing approaches reach target markets, and new regulations ensure a 
smooth transition into this new marketing reality. In all instances, marketing messages compete in a sea of information 
that floods people’s daily lives and challenges marketing programs to be noticed, relevant, and engaging. This marketing 
reality uses metrics to monitor and measure marketing performance, and analytics to reveal insights and areas of 
improvement. 


The seventh Canadian edition of Marketing: The Core reflects this new marketing reality with its standard features as well 
as new elements and content that are designed to engage. There is an expanded focus on digital marketing channels in a 
chapter called “Integrated Marketing Communications,” as well as a focus on financial fluency that has been 
incorporated into the chapters on pricing and strategic planning in a way that students can understand. Each chapter is 
boosted by new content, examples, and features to ensure the text reflects the very latest online and offline marketing 
approaches in Canada. There are also articles that focus on the recent marketing issues that involve strategy, and social 
responsibility. 


The seventh Canadian edition of Marketing: The Core returns with its popular magazine-style format that engages with its 
visual appeal, direct writing style, sound pedagogical features, and fresh new content. Chapter elements include Chapter 
Features and Chapter Outlines, which open each chapter, flagging interesting topics and helping students navigate chapter 
content. Pedagogical elements include critical-thinking end-of-chapter features that help apply and bring the material to 
life. These elements are in addition to the highly rated chapter-opening vignettes, as well as marketing stories that are all 
new or updated and interspersed throughout each chapter. 


The seventh Canadian edition of Marketing: The Core is designed so that students enjoy learning about marketing. It is 
current. It is real. It reflects marketing in Canada. 


Text Organization and Content 


Marketing: The Core, Seventh Canadian Edition, is divided into five parts: 


Part 1, “Understanding Marketing,” looks first at what marketing is and how it creates customer value and customer 
relationships (i Chapter 1). F Chapter 2 analyzes the major environmental factors in our changing marketing 
environment. 


Part 2, “Understanding Markets and Their Behaviour,” first describes, in iE, Chapter 3, how individual consumers reach 
buying decisions. [S Chapter 4 examines the marketing research, and how information about prospective consumers is 
linked to marketing strategy and decisions. JE Chapter 5 looks at industrial and organizational buyers and how they 
make purchase decisions. The process of segmenting and targeting markets and positioning products appears in 

i Chapter 6. 


Part 3, “Designing Marketing Strategies and Marketing Mix Elements,” covers the four Ps of marketing: product, price, 
place, and promotion. The product element is divided into two chapters. F Chapter 7 looks at the way existing products, 
services, and brands are managed. (i Chapter 8 discusses the development of new products and the product life cycle. 
Pricing is discussed, focusing on the way organizations set prices (@ Chapter 9). Two chapters address the place aspects 
of marketing: “Marketing Channels and Supply Chains” (@ Chapter 10) and “Retailing and Wholesaling” ( 

Chapter 11). 


Part 4, “Focusing on New and Evolving Areas,” includes revised chapters covering the integrated marketing 
communications (IMC) industry and trends (@ Chapter 12) and how to leverage different IMC tools to meet 
organizational objectives (@ Chapter 13). LS Chapter 14, “Customer Relationship Management,” takes a deeper look 
into technological innovations that are improving how companies meet consumer needs and grow consumer experience. 


Part 5, “Putting It All Together,” provides an overview of the strategic marketing planning process that occurs in an 
organization E Chapter 15) and includes a marketing plan example of the company featured in the vignette 
i) Appendix A. 
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What’s New? Marketing: The Core 


The seventh Canadian edition of Marketing: The Core builds on the strengths of the previous editions, adding new and 
exciting elements that make the material even more interactive and engaging. Our authors go to extreme lengths to 
interview respected Canadian marketers so that content is fresh and accurately reflects current marketing practices. The 
authors also turn to the teaching environment so that each chapter includes solid pedagogical features that help students 
learn and faculty teach. The freshness of this new edition is reflected in the following: 


e Enhanced magazine-style format: The popular magazine-style format returns with its fresh visual appeal, direct writing 
style, and active-learning techniques that challenge students to understand and enjoy learning about marketing. Many 
features are included to enhance learning, as noted below. 


- Chapter features and outlines: Each chapter opens with these elements to highlight newsy features within the chapter 
and create a path that guides readers through the chapter and its content. 


« New chapter-opening vignettes: The popular chapter-opening vignettes return with new content that provides a glimpse 
into real marketing situations, with advice from senior business professionals in Canada. The discussions centre on 
many exciting growing organizations including Durrell Communications and Blue Sea Foundation, as well as many 
other stellar brands and companies. 


« New Marketing Matters and Making Responsible Decisions boxes: Rebranded from the Marketing NewsFlash and 
Focus on Ethics boxes, these popular features return with new and updated content, meticulously researched to 
provide perspective on the latest marketing approaches. Examples are the resilience of the Canadian consumer, 
Benefit Corporations, Salesforce's corporate social responsibility, and Indigo. 


« New Marketing YOU end-of-chapter features make the connection between the steps marketing managers go through to 
launch a new product or service and the way that students will launch themselves into the world of work. These career- 
readiness activities aim to help students understand the value they bring and how to market themselves as they begin 
their meaningful career journey. 


e Sections on metrics, analytics, and big data: Marketing requires students to understand the metrics and analytics used 
by the industry. Sections in the text explain this topic and discuss the issues surrounding big data. 


e Updated sections on forecasting, budgeting, financial analysis, and profit-and-loss statements: Marketers are involved in 
forecasting and budgeting, and use financial analyses and profit-and-loss statements to evaluate programs and brand 
success. These areas are enhanced in the seventh Canadian edition through discussions in the pricing chapter ( 
Chapter 9) and the strategic planning chapter (E Chapter 15). 


e Updated marketing plan appendix: A marketing plan example and template has been built into the text. This 
hypothetical plan was developed in collaboration with Andre Samuels and Cory Snyder of SeeWhy Learning to ensure 
that it reflects current marketing planning approaches in their industry. 


Chapter-Specific Additions 


In addition to an updated narrative for each chapter, and new and updated opening vignettes, Marketing Matters and 
Making Responsible Decisions boxes, and databoxes, the following topics have been enhanced: 


Chapter 1: Marketing Fundamentals 


e The increased importance of corporate social responsibility 
e Evolving marketing process exemplars 


« Marketing regulations and ethical considerations 


Chapter 2: The Marketing Environment 


e Generational, ethnic, and language diversity in the modern Canadian context 
« Canadians’ use of technology 
« The changing household composition 


e Real-world example of the steps in a marketing environment scan 


Chapter 3: Consumer Behaviour 


e Learning from buyer journeys 
e Consumer resilience 


e The definition of wealth 


Chapter 4: Market Research 


« How loyalty program data informs marketing strategy 


« Data analytics, data mining and predictive analytics, social listening, and panels are now incorporated into the 
marketing research process 


e Continuous monitoring of the environment based on technology 
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Chapter 5: Marketing to Organizations 


« Communicating the value of communication 
e Beneficial corporations 


e World's biggest companies 


Chapter 6: Segmentation, Targeting, and Positioning 


e Personas utilized in marketing 
e Segmentation analytics 


e A quiz and exercise to determine your social values segment 
Chapter 7: Products and Brands 


e Updated Interbrand’s Best Global Brands study 
« New details regarding product mix width, product line length, and product line depth 


e Packaging trends and sustainability 


Chapter 8: New Product Development 


e Electric vehicles in the Canadian market 
e Successful new Canadian product launches—Knix 


e Sustainability in new product development 
Chapter 9: Pricing 


e The food inflation crisis 


e Disrupting industries through pricing and convenience 
Chapter 10: Marketing Channels and Supply Chains 


e Marketing channels for not-for-profit organizations 


e« Omnichannel marketing 
Chapter 11: Retailing and Wholesaling 


« The manufacturer's perspective 
e Traditional and non-retail segments 


e Retailers evolving with changing consumer preferences 
Chapter 12: Integrated Marketing Communications—The Mix, Trends, and Industry 


« The future of IMC—integrating digital and traditional tactics to meet your communication objectives 
« The changing landscape of consumer media usage and its impact on promotional strategies 


e IMC Industry—the industry stakeholders that help deliver IMC campaigns 
Chapter 13: Integrated Marketing Communications—Promotional Tools 


« The strengths and weaknesses of the expanded promotional mix—integrating digital and traditional tactics 
e Advertising tools—it is not just TV, newspapers, and billboards anymore 

« The impact of streaming TV shows and movies on advertising 

e Canadian influencers galore—a focus on hairstyle and Indigenous fashion 


« How products go viral using social media marketing 


Chapter 14: Customer Relationship Management 


- Highlighting the roles of intermediaries in customer relationship management 
- Engaging consumers through CRM tools 


e Businesses influencing other businesses 


Chapter 15: Strategic Marketing Planning 


This chapter on strategic marketing planning has been placed at the end of the text so that students can gain a greater 
understanding of marketing before embarking on this more complex topic. The following new content has been included: 
« Using brands for social good 

e Revisiting the success of an organization's marketing plans 


e Canada's largest companies 


Reflecting the Diverse World Around Us 


McGraw Hill believes in unlocking the potential of every learner at every stage of life. To accomplish that, we are 

dedicated to creating products that reflect, and are accessible to, all the diverse, global customers we serve. Within 

McGraw Hill, we foster a culture of belonging, and we work with partners who share our commitment to equity, 

inclusion, and diversity in all forms. For McGraw Hill Canada, this includes, but is not limited to, the following: 

e Refreshing and implementing inclusive content guidelines around topics including generalizations and stereotypes, 
gender, abilities/disabilities, race/ethnicity, sexual orientation, diversity of names, and age. 

« Enhancing best practices in assessment creation to eliminate cultural, cognitive, and affective bias. 

e Maintaining and continually updating a robust photo library of diverse images that reflect our student populations. 

e Including more diverse voices in the development and review of our content. 


« Strengthening art guidelines to improve accessibility by ensuring that meaningful text and images are distinguishable 
and perceivable by users with limited colour vision and moderately low vision. 


A Student’s Guide to Marketing: The Core 


Marketing: The Core offers an array of features to help readers learn and apply marketing concepts. 


Each chapter opens with a vignette on a Canadian marketing situation or program, featuring current facts, real 
approaches, and tangible examples from interviews with marketers in Canada. Chapter Features and Chapter Outlines 
give an overview of the key features and provide an outline of each chapter. Clear and precise Learning Objectives help 
students preview chapter content and study effectively. Reality Check questions appear at the end of each vignette. 


PART 1 
UNDERSTANDING MARKETING 


Chapter 1 
Marketing Fundamentals 


e 
— 
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LEARNING OBJECTIVES 


Explain the role of marketing in an organization and the importance of meeting 
customer needs 

Define and analyze elements of the marketing moc 

‘Outiine the steps in the marketing process 

Differentiate between goods, services, and ideas 

Describe the evolution of different business philosophies 

Describe new and evolving marketing practices 

‘Summarize careers that exist in marketing 


CHAPTER OUTLINE 


+ Hush 
+ The role of marketing 

+The marketing process 

+ The marketing mix 

+ The evolution of business philosophies 
+ New and evolving marketing practices 


+ Marketing carcers 


CHAPTER FEATURES 


Marketing the "Mo" 


‘The Mavember Foundation keeps its message current end relevent. 


Benevity—Making CSR the Brand! 
Banevity integrates Corporate Social Responsibility into its brand. 


‘The Ethics of Greenwashing 
Green falsehoods lead to red reality. 


Marketing centres on understanding customers-how they think, what drives purchases, how purchases 
are made, where purchases are made, and many other factors. Marketers need to he knowledgeable 
about the technological changes that impact the path to purchase and understand what new 
communication options are surfacing. They also need to have insights into new marketing trends and 
‘the ways customers interact with brands and with companies 


‘This chapter begins with an introduction to the fundamentals of marketing and an explanation of the 
building blocks and concepts used by marketers to reach customers. It also touches on evolving areas to 
‘ensure that new approaches are top of mind with readers. We examine Hush, a Canadian company 
focused on helping consumers improve their nights of sleep. 


Lifetime friends Lior Ohayon and Aaron Spivak founded Hush in 2017. Their personal experiences 
working in nutrition and wellness as well as with special needs children in summer camps allowed them 
to realize the benefits of weighted blankets.! Weighted blankets range from five to 20 pounds. Their 
weight places pressure on the body and alleviates anxiety and stress. This ultimately helps users have a 
ood night's sleep? 


In 2019, Ohayon and Spivak appeared on Dragons’ Dena business pitch TV program airing on CBC. 
‘They demoed their weighted blanket with zipper tech, giving consumers the ability to safely wash their 
blankets, and their ee Blankets, developed to help hot sleepers stay cool. After receiving offers from all 
six Dragons, the founders accepted an offer of $400,000 for $ percent of their company from Jim 
‘reliving and Laine Merrifield > 


Part of the founders' pitch included their GiveBack blanket donation program, where one blanket is 
donated for every five kid's weighted blankets sold and one is also donated for every ten adult blankets 
sold, This support for the community helps kids with special needs and terminal illnesses, and adults 
with disabilities or in homeless shelters:* 


Hush designed its products with consumers in mind. Based on direct feedback, in 2017 Ohayon and 
Spivak designed a blanket that could replace a duvet-the blankets looked good when used and covered 
the sides of the mattress, This was a stark shift from other weighted blankets in the market that sat on 
top ofthe mattress but still showed its sides. By summer 2018, however, sales had fallen. The founders 
‘once again reached out to consumers and learned that they did not want a weighted blanket inthe 
summer since it was too hot This sparked the idea of developing the Ice Blanket weighted blanket that 
keeps consumers coo! in the summer. All this research and development was funded by a Kickstarter 
‘campaign that raised over $1.3 millions 


Ohayon and Spivak are problem solvers who help their consumers each their functional and 
aspirational goals. Although their promotional activities are mostly digital and include young and 
robust individuals, Hush’s actual consumers are mainly between the ages of 33 and $5. They want 10 
Feel young and hip and/or are looking to solve a functional concern they have such as anxiety, 
insomnia, stress, ora sleep disorder 


Without any of their own physical retail locations, Hush has relied on digital selling tactics on their 
Website. They consistently have a sales promotion that ineents customers to purchase, and they create 
‘customer urgency by having many gift-withpurchase incentives, such as free slippers or a weighed 
1hrow. As of 2022. Hush was retailed in over 500 bricksand-mortar locations in Canada and the United 
States.” 


More recently, Hush moved outside of the digital realm and onto billboards and to sponsorships with 
sports organizations. As part ofthe launch of their French Canadian website, Hush became the official 
weighted blanket of the Montreal Canadiens, This partnership allowed for the Hush website 10 be 
displayed in the Bell Centre right behind the goalie ® 


Hush Banat staring to mave hem zoly digital 
‘marketng to oer ors. 


With an expanded product line that includes bed sheets, mattresses, pillows, robes, and eye 
‘masks? Hush was purchased by Sleep Country Canada in 2021 for $25 million for 51 percent of the 
company. With the founders sticking around, the next few years should see expanded product lines, 
Hush popup shops, and their consumers having better sleep for years to come!” 


reautty CHECK @D 


[As you read Chapter 1, refer to the Hush vignette to answer the following questions: 


+ Describe the target market for Hush. As the company grows, should the target 
market change? 


+ Haw does Hush differentiate itself from te competition? 
+ What marketing tools does Hush use to create relationships with its customers? 


Real metrics are used to emphasize points within the text through standalone data boxes that bring attention to the 
importance of metrics in marketing. Data boxes present tangible facts and numerical examples of elements discussed in 
the text, and serve as important examples of how metrics are used by the industry. 


Banking On Customer 
Satisfaction 


J.D. Power creates a customer satisfaction index ranking 
based on a 1,000-point scale. The Top 3 big banks are ranked 
as follows: 


RBC Royal Bank 629 

CIBC 615 

BMO Bank of Montreal 610 
Source: “Economic Headwinds Erode Canada Bank Customers’ Financial Health and 


Satisfaction, J.D. Power Finds.” [news release], October 20, 2022, accessed at 
www.jdpower.com/business/ press-releases/2022-canada-retail-banking-satisfaction-study. 
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Marketing Tips showcase valuable thoughts from real-world marketers that are relevant to the topics discussed in each 
chapter. 


MARKETING TIP 


“In today’s data-driven economy, market research is about speed 
more than it ever has been before. The need for faster, cheaper, 
and better research is changing the marketing landscape.” 


~ Raj Manocha, EVP, Delvinia 


Critical Thinking for Marketing checkpoints, found near the end of major sections in each chapter, allow students to test 
their comprehension of the chapter material before moving on. 


Critical Thinking for Marketing 


1. Ralph Lauren offers form utility when it makes shirts to 
customer preferences. Consider the purchase process of a Ralph 
Lauren shirt. What functions provide the additional utilities? 


2. Why do you think the seven of the top 10 retailers in the world 
are from the United States? 


Marketing Matters boxes provide exciting, current examples of marketing in action, making the material relevant and 
memorable. Making Responsible Decisions boxes focus on current topics of ethical and social concern. Discussion 
questions at the end of each box encourage students to apply marketing concepts and critically assess marketing 
situations. 


Marketing Matters 


What Is Pickleball and Why Do People 
Love It?® 


Move over, tennis players: Pickleball people are taking over 
the courts. 


The fact that it’s so easy to pick up is a big reason the sport 
has grown so much in recent years. Pickleball courts are a 
quarter the size of tennis courts, and since players have to 
move far less than many sports, the game caught on among 
retirees. It originated 50 years ago in Seattle, Washington. 
Snowbirds began taking it back to Canada. Carla Anderson, 
the executive director of Pickleball Canada, says that it didn’t 
catch on big until the pandemic lockdown in 2020. 


©ZUMA Press Inc/Alamy Stock Photo 


Often played in mixed doubles on outside courts, pickleball 
offered a combination of exercise and a social outing during a 
time when we were all otherwise stuck indoors. A survey 
commissioned by Pickleball Canada in January 2020 
estimated 350,000 people played the sport across Canada. 
When the organization conducted the same survey two years 
later, that number had nearly tripled, hitting a million. While 
once seen as a sport mostly for retirees, pickleball is now 
seeing the biggest growth in players 18 to 34 years old. 


Pickleball is very popular with older adults because it is fast- 
paced and low-impact, and anyone who has played any 
racquet sports can quickly catch on. The game is a 
combination of tennis, badminton, and table tennis played on a 
badminton-sized court with wooden paddles and hard whiffle 
balls. There are a few rules to learn, but most people can start 
playing within minutes of deciding it might be fun. It is fun, and 
very social as it is almost always played as doubles, and 
usually people rotate through a bracket, exchanging courts 
and partners each short match. The director of Pickleball 
Canada, however, does clarify that “Pickleball is easy to learn, 
difficult to master.” 


Pickleball started as a sport for baby boomers, but during 
COVID-19 it increased in popularity with all ages. The average 
age of players is 35 years old. 


Making Responsible 


Decisions 


To "B" or not to " 


Many Canadian companies have chosen a strategy that puts 
social and environmental issues in line with their pursuit of 
profits, This can be a key differentiator as Canadian consumers 
are becoming more aware of and accountable for their own 
sustainable practices, Unfortunately, not all companies are 
transparent in their green practices, and there have been 
instances of greenwashing as well as shared sustainable 
initiatives that are really doing harm rather than good. 


Fortunately, there are organizations that provide guidance 
about good sustainability practices, help companies hold 
themselves accountable, and even grant certifications to those 
that are maintaining the highest standards of sustainable 
impact. 


B Lab is a non-profit organization that certifies companies as 
Certified B Corporations. The “B” stands for benefit. Certified B 
Corporations go beyond creating shareholder value and hold 
themselves accountable to other stakeholders, including the 
environment, their employees, and the local community. B 
Corps are take this commitment seriously, going as far as 
changing their corporate charter to hold directors and officers 
accountable to all stakeholders. This legal requirement can 
create a distinction between a company that has sustainable 
initiatives to one that is evolving to become a sustainable 
organization. 


‘Some organizations have decided their 
strategy is to use business as a force for 
good. 

Gado Images/Alamy Stock Photo 


B Corporations were first certified in 2007, and today there are 
over 6,000 B Corporations in 80-plus countries. Certified B 
Corporations meet high standards in various stakeholder 
categories, and have strong employee benefits and 
philanthropic impact on their communities. Though these 
organizations tend to be small- and medium-sized businesses, 
industry leaders like Ben & Jerry’s and Patagonia are examples 
of large organizations leading the sustainability initiative. 


Although it has taken over 25 years to reach its current level of 
awareness, the future of B Lab and similar certification 
organizations is bright. More and more Canadian consumers, 
and consumers around the world are holding their brands 
accountable. People are looking at success beyond profits, 
and want to work with companies that understand that people 
and the planet matter just as much as making money. 
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At the end of each chapter, the Summary and list of Key Terms help students review the chapter’s most important 
concepts. Hands On...Apply Your Knowledge assignments direct students back to the beginning of the chapter to solve a 
practical marketing scenario. Chapter Vignette...Activity challenges students to answer questions that the companies in 
the vignette will face, which tests their understanding of chapter topics and their ability to apply them. 


Summary...just the facts 


he role of marketing is to focus on consumer needs and to generate 

ofits. or support for an organization. 

+ Successful marketing focuses on customer needs and wants and developing 
that engage consumers and inspire customer loyalty. 


keting mix, also known as the 4 Ps, consists of product, 
promotion 

al the attributes that make up a good, a service, or an idea. 
Product elements include areas such as product design. product features. 
colour, packaging, warranty, and service levels. 


+ Price refers to what is exchanged far a produet, including the expected regular 
ketail or sale price. 


sg process follows three main steps: (1) identifying 
Consumer needs, (2) managing the marketing mix to meet consumer needs, 
and (3) realizing revenues or profits. 


Hands-on... APPLY YOUR 
KNOWLEDGE 


eruduation. Careers eset in sales, market research, advertising. promotions, 
marketing analytes, and brand management, 

+ The process of getting a job involves the same activities that marketing 
managers use to develop and introduce products and brands into the 
marketplace. The only difference is that you are marketing yourself, not a 
product, 


Chapter Vignette... 


Key Terms and Concepts ACIMAR 


..@ refresher 


NEW! Marketing YOU end-of-chapter features provide students with activities, and tips and tricks to help them market 
themselves. The activities help students understand the value they bring, and identify what they are naturally good at, 
where the job opportunities are, and what they can get paid for. 


Marketing YOU 


The activities a Marketing Manager engages in to launch a product or 
service into the world are similar to the activities that successful 
students engage in when launching themselves into the world of 
work. 


How do you begin Marketing YOU? The path forward may be 
confusing. Maybe you have decided on a career but are not sure how 
to get there. You may be dreaming of a career that allows you to use 
your strengths to make a difference and that will also bring you 
financial security. How do you move forward? The key is to 
understand you—and that is something you already know about! With 
some reflection you can unlock additional self-understanding to guide 
you on your meaningful career journey. 


The ikigai framework is an approach that can help you uncover what 
is meaningful to you. /kigai (pronounced ee-key-guy) is a Japanese 
word that comes from the word iki, meaning life and the word kai, 
meaning the realization of hopes and expectations. The meaning of 
these two words together is roughly, a reason for being or a sense of 
purpose. 


The following Venn diagram is one interpretation of how you can 
uncover your purpose, or ikigai, by answering the questions in each 
of the four circles in the diagram. Where these four circles intersect 
could lead you to uncover your reason for being, guiding you as you 
decide on the next steps in your career journey. 

+ Circle 1: What You Love 

+ Circle 2: What You Are Good At 

+ Circle 3: What the World Needs 

+ Circle 4: What You Can Be Paid For 


2 
What You Are 
Good At 


‘What the World 
Needs 


4 
What You Can Be 
Paid For 


Award-Winning Technology 


He connect 


McGraw Hill Connect® is our best-in-class digital teaching and learning solution that saves time and enhances your 
impact. Connect gives you the tools you need to deliver a personalized course with ease, backed by our support at every 
step of the way so you can open a world of possibilities for your students. 


SmartBook® personalizes learning to individual student needs, continually adapting to pinpoint knowledge gaps and 
focus learning on concepts requiring additional study. For instructors, SmartBook tracks student progress and provides 


insights that guide teaching strategies and advanced instruction, for a more dynamic class experience. 


Connect’s key features also include analytics and reporting, assignment management, smart grading, the opportunity to 
post your own resources, and the Connect Instructor Library, a repository for additional resources to improve student 
engagement in and out of the classroom. 


Instructor Resources 


- The Test Bank, includes more than 1,400 multiple-choice, true/false, and short answer questions, each categorized 
according to learning objective, topic, level of difficulty, level of Bloom’s taxonomy, and correct answer. 


« The highly rated Instructors’ Manual returns with lecture notes, video cases, supplementary in-class activities, 
worksheets, handouts, teaching suggestions, online assignments, metrics assignments, as well as answers to questions 
that are embedded within each chapter. Answers are provided for questions on opening vignettes, Marketing Matters 
boxes, Making Responsible Decisions boxes, and Critical Thinking for Marketing checkpoints. 

© Microsoft® PowerPoint® Slides incorporate text and high-quality images, including figure slides, product shots, and 


advertisements. As an aid for instructors who wish to create their own presentations, an Image Library containing all 
visual elements from the text is also available. 


e A unique series of contemporary marketing Application Exercises including Video Cases are available. Each video 
corresponds to chapter-specific topics that are highlighted within the text. Each video is closed-captioned and 
assignable within Connect with case questions. Fifteen of the videos are accompanied by written cases, questions and 
answers, handouts, and teaching suggestions within the Instructors’ Manual. 


«+ A NEW continuous Running Case featuring Flow, a cutting-edge Blockchain Technology company, allows students to 
apply concepts from each chapter in a way that facilitates making important links between concepts. 

- A frequently updated Author Blog, Podcast, and Video Library help provide instructors with innovative teaching 
resources to improve student learning, offer timely marketing examples, and help make class preparation time easier. 


Application-Based Activities 


The Connect Application-Based Activities are highly interactive and automatically graded application- and analysis-based 
exercises wherein students immerse themselves in a marketing environment, analyze the situation, and apply their 
knowledge of marketing strategies. Students progress from understanding basic concepts to assessing and solving 
complex real-world scenarios. 


Practice Marketing—Full Simulation 


This 3D marketing simulation enables students to put their marketing skills to the test in a fun and competitive 
environment. Within the game, students discover what it takes to be an effective marketing manager. Using strategies 
learned in class, students must successfully launch a new product to market. Within this simulated environment, players 
must analyze sales results, collect competitive information, and refine their product, price, place and promotional 
strategies in order to maximize results and become a market leader. 


iSeelt! Videos 


These brief, contemporary videos offer dynamic student-centred introductions, illustrations, and animations to guide 
students through challenging concepts. Ideal for before class as an introduction, during class to launch or clarify a topic, 
or after class for formative assessment. 
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Writing Assignments 


The Writing Assignment tool delivers a learning experience to help students improve their written communication skills 
and conceptual understanding. As an instructor you can assign, monitor, grade, and provide feedback on writing more 
efficiently and effectively. 


Test Builder 


Available within Connect under the Library tab, Test Builder is a cloud-based tool that enables instructors to format tests 
that can be printed or administered within a Learning Management System. Test Builder offers a modern, streamlined 
interface for easy content configuration that matches course needs, without requiring a download. 

Test Builder allows you to: 

e Access all test bank content from a particular title 

« Easily pinpoint the most relevant content through robust filtering options 

« Manipulate the order of questions or scramble questions and/or answers 

e Pin questions to a specific location within a test 

« Determine your preferred treatment of algorithmic questions 

« Choose the layout and spacing 


« Add instructions and configure default settings 


ReadAnywhere App 


Read or study when it’s convenient with McGraw Hill’s free ReadAnywhere® app. Available for iOS and Android 
smartphones or tablets, ReadAnywhere gives users access to McGraw Hill tools including the eBook and SmartBook® 
or Adaptive Learning Assignments in McGraw Hill Connect®. Students can take notes, highlight, and complete 
assignments offline—all their work will sync when connected to Wi-Fi. Students log in with their Connect username and 
password to start learning—anytime, anywhere! 


Polling 


Uncover where and when you're needed with the new Polling tool in McGraw Hill Connect®! Polling allows instructors 
to discover where students are in real time. Engage students and help them create connections with course content while 


gaining valuable insight during lectures. Leverage polling data to deliver personalized instruction when and where it is 
needed most. 


Eg connect + proctorio 


Remote Proctoring & Browser-Locking Capabilities 


New remote proctoring and browser-locking capabilities, hosted by Proctorio within Connect, provide control of the 
assessment environment by enabling security options and verifying the identity of the student. 


Seamlessly integrated within Connect, these services allow instructors to control students’ assessment experience by 
restricting browser activity, recording students’ activity, and verifying students are doing their own work. 


Instant and detailed reporting gives instructors an at-a-glance view of potential academic integrity concerns, thereby 
avoiding personal bias and supporting evidence-based claims. 
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McGraw Hill Connect is a best-in-class digital teaching and learning solution that empowers 
students to reach their potential and enables instructors to manage their course more 
efficiently. 


Endorsed by educators. Loved by students. 


INSTRUCTORS 


2 | 
ir 
Deliver your course 


Enhance your teaching style with course management tools that save you time like seamless 
LMS integration, mobile access to the digital textbook, assignment creation tools and more. 


Our trusted, high-quality course materials help students develop higher-level thinking skills 
while allowing you the flexibility to tailor your course. 


Drive student success 


Incorporate adaptive study resources like SmartBook into your course and help your students 
be better prepared in less time. Monitor student progress with critical analytics, data and 
insights to help guide your teaching and remediation for better outcomes. 


Support at every step 


We'll partner with you to ensure success every step of the way. From course design and setup 
to instructor training, LMS integration and ongoing support, your Digital Success Consultant is 
here to make your course as effective as possible. 


STUDENTS 

Ea 
cp | 

CS 


Your ideal study partner 


Connect is designed to make you more productive with simple, flexible tools that maximize 
your study time. With everything you need in one place, Connect makes it easy to read your 
eBook, complete assignments and stay on track. 


C 


Study anytime, anywhere 


Download the ReadAnywhere app to access your eBook or SmartBook assignments on the go, 
online or offline. The app automatically syncs with Connect to ensure you’re always up to date. 


Learning for everyone 


McGraw Hill works directly with your institution’s Accessibility Office to meet the learning 
needs of all students. Reach out to your Accessibility Office or visit 
www.mheducation.ca/accessibility to learn more. 


Learn more about Connect at www.mheducation.ca/connect » 
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LEARNING OBJECTIVES 


: 


Explain the role of marketing in an organization and the importance of meeting customer needs 
Define and analyze elements of the marketing mix 
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Outline the steps in the marketing process 

Differentiate between goods, services, and ideas 
Describe the evolution of different business philosophies 
Describe new and evolving marketing practices 
Summarize careers that exist in marketing 
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CHAPTER OUTLINE 


a Hush 


= The role of marketing 

« The marketing process 

= The marketing mix 

= The evolution of business philosophies 
= New and evolving marketing practices 


= Marketing careers 


CHAPTER FEATURES 


Marketing the "Mo" 


The Movember Foundation keeps its message current and relevant. 


Benevity—Making CSR the Brand! 


Benevity integrates Corporate Social Responsibility into its brand. 


The Ethics of Greenwashing 


Green falsehoods lead to red reality. 


Marketing centres on understanding customers—how they think, what drives purchases, how purchases are made, where purchases are 
made, and many other factors. Marketers need to be knowledgeable about the technological changes that impact the path to purchase and 
understand what new communication options are surfacing. They also need to have insights into new marketing trends and the ways 


customers interact with brands and with companies. 


This chapter begins with an introduction to the fundamentals of marketing and an explanation of the building blocks and concepts used by 
marketers to reach customers. It also touches on evolving areas to ensure that new approaches are top of mind with readers. We examine 
Hush, a Canadian company focused on helping consumers improve their nights of sleep. 


Lifetime friends Lior Ohayon and Aaron Spivak founded Hush in 2017. Their personal experiences working in nutrition and wellness as 
well as with special needs children in summer camps allowed them to realize the benefits of weighted blankets. ! Weighted blankets range 
from five to 30 pounds. Their weight places pressure on the body and alleviates anxiety and stress. This ultimately helps users have a good 


night's sleep.2 
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In 2019, Ohayon and Spivak appeared on Dragons’ Den—a business pitch TV program airing on CBC. They demoed their weighted blanket 
with zipper tech, giving consumers the ability to safely wash their blankets, and their Ice Blankets, developed to help hot sleepers stay cool. 
After receiving offers from all six Dragons, the founders accepted an offer of $400,000 for 8 percent of their company from Jim Treliving 
and Laine Merrifield.> 


Part of the founders’ pitch included their GiveBack blanket donation program, where one blanket is donated for every five kid's weighted 
blankets sold and one is also donated for every ten adult blankets sold. This support for the community helps kids with special needs and 
terminal illnesses, and adults with disabilities or in homeless shelters.4 


Hush designed its products with consumers in mind. Based on direct feedback, in 2017 Ohayon and Spivak designed a blanket that could 
replace a duvet—the blankets looked good when used and covered the sides of the mattress. This was a stark shift from other weighted 
blankets in the market that sat on top of the mattress but still showed its sides. By summer 2018, however, sales had fallen. The founders 
once again reached out to consumers and learned that they did not want a weighted blanket in the summer since it was too hot. This 
sparked the idea of developing the Ice Blanket weighted blanket that keeps consumers cool in the summer. All this research and 


development was funded by a Kickstarter campaign that raised over $1.3 million. 


Ohayon and Spivak are problem solvers who help their consumers reach their functional and aspirational goals. Although their 
promotional activities are mostly digital and include young and robust individuals, Hush's actual consumers are mainly between the ages of 
33 and 55. They want to feel young and hip and/or are looking to solve a functional concern they have such as anxiety, insomnia, stress, or 


a sleep disorder.® 


Without any of their own physical retail locations, Hush has relied on digital selling tactics on their website. They consistently have a sales 
promotion that incents customers to purchase, and they create customer urgency by having many gift-with-purchase incentives, such as free 
slippers or a weighted throw. As of 2022, Hush was retailed in over 500 brick-and-mortar locations in Canada and the United States.’ 


More recently, Hush moved outside of the digital realm and onto billboards and to sponsorships with sports organizations. As part of the 


launch of their French Canadian website, Hush became the official weighted blanket of the Montreal Canadiens. This partnership allowed 
8 


for the Hush website to be displayed in the Bell Centre right behind the goalie. 


Hush Blankets is starting to move from solely digital marketing to other forms. 


Francois Lacasse/NHLI via Getty Images 
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With an expanded product line that includes bed sheets, mattresses, pillows, robes, and eye masks,” Hush was purchased by Sleep Country 


Canada in 2021 for $25 million for 52 percent of the company. With the founders sticking around, the next few years should see expanded 


product lines, Hush pop-up shops, and their consumers having better sleep for years to come! !0 


reality CHECK @® 


As you read Chapter 1, refer to the Hush vignette to answer the following questions: 


e Describe the target market for Hush. As the company grows, should the target market change? 


« How does Hush differentiate itself from the competition? 


e What marketing tools does Hush use to create relationships with its customers? 


What Is Marketing? 


The good news is that you are already a marketing expert! You perform many marketing 
activities and make marketing-related decisions every day. For example, would you sell more 
Samsung 85-inch 8K UHD QLED Tizen Smart TVs at $44,999 or $9,999? You answered 
$9,999, right? So your experience in shopping gives you some expertise in marketing. As a 
customer, you’ve been involved in thousands of marketing decisions, mostly on the buying 


and not the selling side. 


Are you a marketing expert? If so, what would you pay 
for this cutting-edge TV? 


travelstock44/Alamy Stock Photo 


The bad news is that good marketing isn’t always easy. That’s why every year thousands of 


new products fail in the marketplace and then quietly slide into oblivion. 


Marketing and Your Career 


Marketing affects all individuals, all organizations, all industries, and all countries. This 
book seeks to teach you marketing concepts—often by having you actually “do marketing”— 
by putting you in the shoes of a marketing manager facing real-life marketing decisions. The 


book also shows marketing’s many applications and how it affects our lives. This knowledge 


should make you a better customer and enable you to be a more informed citizen, and it may 


even help you in your career planning. 


Perhaps your future will involve doing sales and marketing for a large organization. Or 
working for a well-known company—Apple, TikTok, MAC Cosmetics, or Kellogg's—or a 
small business that you start. At a minimum, your newfound marketing skills will allow you 


to better sell your ideas to your employer in any career you choose. 


Start-ups and small businesses also offer marketing careers. Small businesses are the source 
of the majority of new Canadian jobs. So you might become your own boss by being an 


entrepreneur and starting your own business. 


Shortly after leaving Stanford, for example, Elon Musk started and sold a web software 
company called Zip2. With the proceeds from that business he started another business that 
merged with another and became PayPal. When PayPal was purchased by eBay, Musk 
founded another venture called SpaceX, which develops and manufactures space launch 
vehicles and currently launches humans to space for suborbital missions. !! They also send 


satellites to space and deliver cargo to the International Space Station. 


Since those initial business start-ups, Musk has also started the electric car company Tesla 
and a solar power company called SolarCity. In addition, Musk has started a not-for-profit 
artificial intelligence company called OpenAI and a neurotechnology company called 
Neuralink. Perhaps your interest in marketing will lead to new business successes like 
Musk’s! 


The Role of Marketing 


MARKETING TIP 


“We take our job seriously, not ourselves. Our brand expression of 
personality has changed over the past 23 years to meet the changing needs 
of our customers.” 


- Richard Bartrem, former Vice President, Marketing Communications, WestJet 
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1 | The Hush case illustrates the link between business success and carefully designed 
product, pricing, distribution, and promotional strategies that meet consumer needs, trends, 
and expectations. Brands need to be differentiated and marketers are challenged to stay 
current to ensure that their strategies and messages resonate with consumers. 


Often students believe marketing consists only of television commercials and advertising. In 
fact, marketers’ ultimate objectives are to drive profits for a company, or if working in the non- 
profit sector, to generate revenue and support to fund programs and run operations. Only one 
aspect of marketing revolves around promotion, with all other elements—including product, 
price, and place—required to maximize profitability or generate revenue. Marketing is 
responsible for a large portion of organizational expenses and, conversely, its revenue. Because 
of this, marketers also need to be financially savvy, be able to create realistic forecasts, dissect 
a profit and loss statement, and discuss in the on investment (ROI) strategies. 


Marketing plays an integral function in any business. Figure 1-1 illustrates how a 
marketing department interacts with other departments in an organization and with society, as 
well as the impact that external environmental forces can have on marketing strategies. 
Marketing is intertwined with both internal and external stakeholders. 


Within an organization, marketing needs to work co-operatively with other functional areas. 
Research and development is a main contributor to new product development. Manufacturing 
produces a company’s products, ensuring quality and cost efficiency. Finance monitors sales 
and costs. Information systems coordinates ecommerce and digital marketing technologies. 
Human resources ensures that qualified and innovative people are filling roles within the 


organization. The success of an organization is dependent upon each of these functions co- 
operating and working collaboratively toward a common vision. 


Figure 1-1 A marketing department relates to many people, organizations, and forces. 
Note that the marketing department both shapes and is shaped by its relationship 
with these internal and external groups. 


The Organization and Its Departments 
Society Society 


Alliances Ownership 


Manufacturing 
department 


Partnerships Relationships 


real Figure 1-1 also shows the key people, groups, and forces outside the organization that 
influence its marketing activities. The marketing department is responsible for facilitating 
relationships, partnerships, and alliances with the organization’s customers, its shareholders 
(or often representatives of non-profit organizations), its suppliers, and other organizations. 
Environmental forces involving social, economic, technological, competitive, and regulatory 
considerations also shape an organization’s marketing actions. Finally, an organization’s 
marketing decisions are affected by and, in turn, often have an important impact on society as 
a whole. 


The organization must strike a balance among the sometimes differing interests of these 
groups. For example, it is not possible to simultaneously provide the lowest-priced and highest- 
quality products to customers and pay the highest prices to suppliers, the highest wages to 
employees, and the maximum dividends to shareholders. 
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Marketing planning starts with a scan of the environment. External demographic, socio- 
cultural, economic, technological, competitive, and regulatory forces create opportunities that 
a company can maximize and threats that a company should minimize. 


This introductory chapter works to explain the fundamental principles that guide marketing, 
dispelling the myth that advertising and marketing are one and the same. The basic marketing 
principles of meeting consumer needs and providing customer value are emphasized; we also 
provide background on the evolution of business approaches. The marketing process and the 
concept of target markets are explained, as well as the importance of integrating each element 
of the marketing mix into programs that address consumer needs. 


Technological advances are resulting in new and evolving marketing approaches that impact 
current marketing practices in Canada. Time-tested offline marketing strategies are often 
supplemented by layers of online digital strategies to better reach customers. Metrics, 
analytics, evolving marketing regulations, and ethical considerations are reviewed. Finally, 
there is a discussion on marketing careers. 


Focusing on Consumer Needs and Wants 


Successful marketing is focused on consumer needs and wants, and on developing programs 
that engage consumers and inspire customer loyalty. A need occurs when a person feels 
deprived of basic necessities such as food, clothing, and shelter. A want is a need that is 
shaped by a person’s knowledge, culture, and personality. 


If you feel hungry, you have a basic need to eat something. Let’s say you want to eat an apple 
or a frozen pizza snack because, based on your past experience, you know these will satisfy 
your hunger need. 


Effective marketing, in the form of creating an awareness of good products at convenient 
locations, can clearly shape a person’s wants. A principal activity of an organization’s 
marketing department is to research its consumers to understand what they need and want, 
and the forces that shape those needs and wants. 


However, consumers do not always know what they want and may not want (or be able) to 
describe what they need or want. In certain categories, such as fragrances or luxury cars, 
choices are not entirely rational, but partly based on self-image and emotional attachment to a 
brand, which can be difficult to articulate. In situations where children or professionals are the 


consumers, a child may be unable to express ideas while professionals may not have the time 
to participate in research. Sometimes, marketers may not be asking the right questions. 


The digital world adds another level of complexity to market research. On the one hand, it 
facilitates the online gathering of information; on the other hand, it introduces new 
communication platforms that challenge marketers to understand the biases that may exist in 
this new environment. 


There are some general insights about how customers navigate the online environment that 
marketers need to consider when developing marketing programs. First, the initial point of 
contact with a brand is often online—for example, a corporate website, a promotional 
microsite, a company Instagram account, perhaps a third-party product review site, or even a 
friend’s social media feed. Marketers must therefore understand the role of the online 
environment in the customer path-to-purchase and the need to have a solid presence on all 
these online destinations with information that engages, informs, and motivates. 


Second, customers have unlimited opportunities to become informed or distracted. According 
to Google, online customers average 20+ touch points for products such as candy bars and 
500+ touch points for flights in online purchase paths. This is why effective digital marketing 
isn’t solely about “being there.” Everyone is competing for visibility, and as the competitive 
landscape gets more and more digitally sophisticated, being there becomes less of a 
competitive advantage. Instead, compelling and unique messaging and creative may be more 


effective in the long run. 13 


Consider customers who want to purchase a new tablet. Their first stop might be a product 
review site such as © PC Magazine. Customers might check out the top ten tablets as rated by 
the magazine and then narrow them down based upon their needs. Customers may want to 
check out manufacturers’ websites (such as iml Apple, [S Samsung, or w Microsoft) for more 
detailed specifications on each tablet. 


Pricing is a big factor, so customers will often check out several websites (such as E] Best Buy 
or [LF Amazon) to determine the average prices and also the least expensive option. Customers 
may then decide to go to the brick-and-mortar store location to talk to a salesperson and look 

at and try the tablets. In any case, the connected customer is a much more informed customer. 


Costco understands this process and ensures that the customer’s interaction with its site is 
seamless by providing reviews, price comparisons, and comprehensive product details. 


€€ Successful marketing is focused on customer needs and wants, and on developing programs that 


engage consumers and inspire customer loyalty. 
33 
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The Costco.ca site allows customers to easily compare products. 
© 2005 — 2023 Costco Wholesale Canada Ltd. All Rights Reserved. 


Creating Customer Value 


Providing customer value can ensure that customers remain loyal over time. Companies must 
first create products and services that not only meet consumer needs but also provide added 
value versus the competition. Repeat purchases should be encouraged through marketing 
programs and incentives that focus on generating repeat purchases. 


Marketers must be able to communicate a clear, customer value proposition, which conveys the 
unique combination of benefits received by targeted consumers that will satisfy their needs. 
These benefits could include quality, price, convenience, delivery, and both before-sale and 
after-sale service. Walmart’s customer value proposition can be clearly described as “everyday 
low prices for a broad range of products that are always in stock in convenient locations.” 
Marketers work diligently to deliver this value by carefully managing each element of the 
marketing mix (product, price, place, and promotion) so that this value is evident to 


consumers who in turn purchase or use the products. 


Creating products with added value is often achieved through a combination of (1) product 
design, (2) pricing strategies, and (3) service elements. For example, Walmart focuses on the 
lowest price, MEC focuses on providing the best products, PUR Gum highlights its natural 
ingredients and health benefits, and Pizza Pizza (with its award-winning app for mobile 
ordering) highlights its fast purchase and delivery service as added-value elements for 
consumers. Let’s examine Amazon to find out how it balances product design, pricing, and 
service levels to call attention to meaningful products with added value. 


Si MEC P S 3 Guide: Spring" 23 


MEC very simply highlights product quality in this ad. 


©2023. All rights reserved. The MEC logo is a registered trademark of 
MEC Mountain Equipment Company Ltd. 


Amazon is an online brand that presents customers with outstanding value through a 
searchable database of well-priced products that are peer-rated and -reviewed. It also 
recommends related products and tracks delivery dates through timely emails—design, price, 
and service all rolled into one. Customized emails are sent out to its database of customers to 
encourage loyalty through special offers, featured products, and the announcement of new 
releases. 


Amazon’s consistent value proposition continues to result in strong business metrics. It 
dominates online retailing, evidenced by its ranking as #2 on the National Retail Federation’s 
top 100 list in 2022.14 In 2022, Amazon shipped 1.6 million packages each day, with Amazon 
providing further value to its brand in Canada with Amazon Prime memberships. 15 For an 
annual $99 fee or monthly $9.99 fee, Prime provides members with free shipping on millions 
of items, unlimited photo storage, award-winning movies and TV shows through Prime Video, 


and access to exclusive deals, 16 


Appealing to Target Markets 


In a competitive marketplace, companies cannot satisfy everyone’s needs with a single 
product, so products are designed to appeal to specific groups of consumers. Marketing 
follows the principle that with limited funds, it is better to channel resources toward 
consumers who are most interested in purchasing a product, rather than target everyone and 
squander funds on those who have may have little interest. 


A target market can be formally defined as the specific group (or segment) of existing and 
potential consumers to which marketers direct their marketing efforts. Marketers ensure that 


each element of the marketing mix appeals to the characteristics of the target market. 
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Coordinating the Marketing Mix 


2 | The elements of the marketing mix—known as the 4 Ps: product, price, place, and 
promotion—are all controllable factors that need to be carefully managed by marketers to 
ensure that they are well coordinated and that each appeals to the distinct characteristics of 
the target market. There is no point in having an amazing product if customers cannot find it 


at the retail stores they frequent or online through a search. 


If the product is priced too high for the target market, it will be unaffordable; if it’s priced too 
low, it will simply portray the wrong image. If marketers promote a product on TV, but the 
target market rarely watches TV, instead spending time online, then the message will not be 
received. In all instances, marketers need to understand what makes their consumers tick, 
what they desire, and how best to communicate with them. 


This information is often clarified by market research on customer behaviour to help 
determine how marketing efforts can be designed or modified to meet the needs of the target 
market. Marketers use this information to improve marketing programs and coordinate each 
element of the marketing mix. These elements are all included in a brand’s annual marketing 
plan where details for each element of the marketing mix are outlined, together with the 
required budgets and profit and loss statements for the brand. (F Chapter 15 provides more 
detail. 


The elements of the marketing mix can be simply described as follows: 


1. Product: All the attributes that make up a good, a service, or an idea to satisfy the customer 


need, including product design, features, colour, packaging, warranty, and service levels. 


2. Price: What is exchanged for a product, including the expected regular retail or sale price. 


3. Place: The way in which your product gets to the customer, including the distribution 
channels, retail formats, and merchandising used to sell a product. 

4. Promotion: The tools needed to communicate with customers about a product, including 
advertising, public relations, sales promotion, direct response, event marketing, 


sponsorship, online approaches, and personal selling. 
6€ Marketers need to understand what makes their consumers tick. ?? 


We now look at how Halo Top ice cream, the cult brand and Instagram sensation that hit the 
Canadian market in 2018 with promises of less sugar, fewer calories, and more protein than 


your usual pint while delivering the satisfaction of eating real ice cream. 


aple P eca, 


calories 
per 188 ml 


Halo Top allows consumers to feel good about eating ice 
cream without worrying about the calories. 


©2021 Halo Top Canada Ltd. All rights reserved. 


Halo Top’s target market is male and female adults willing to pay a premium to indulge in ice 
cream with less guilt while meeting their goal to eat healthier. The company was able to 
successfully break into the Canadian dairy market by partnering with a copacker to produce 


and distribute its products in the Canadian market. 


The packaging is smart. Each tub comes with a gold-rimmed lid and cleverly designed message 
underneath, telling you to “Stop When You Hit the Bottom” or declaring “I’m Cold, Let’s 


Spoon.” But the real draw is that each pint has just 80 to 100 calories per 125 ml serving, far 
fewer than regular ice cream. Halo Top cuts back on the sugar by using three different 
sweeteners: Stevia (a low-calorie natural sweetener), erythritol (natural sugar alcohol), and 
cane sugar. In a comparison of Halo Top Vanilla Bean and Haagen-Dazs Vanilla, Halo Top has 
just 80 calories, 2.5 g fat, 5 g protein, and 15 g carbs, while Häagen-Dazs has 290 cal, 18 g fat, 


5 g protein, and 26 g carbs. !7 


With more air whipped into the product, the texture is decidedly lighter, but the flavour variety 
offers something a lot of brands don’t. Halo Top tapped into the science of flavour, starting 
with how our taste buds work. A study published in the Journal of Dairy Science proved we’re 
actually pretty terrible at detecting the difference in fat levels in things like ice cream. Fat 
content could vary as much as 4 percent, and participants were none the wiser, and while that 
doesn’t sound like a lot, it helps save around 154 calories per pint. So Halo Top uses only the 
lower-fat parts of the ingredients that add a rich texture, like milk and eggs. And one more 
thing: Halo Top is obviously cold, which works in its favour. Cold has a numbing effect on 
your taste buds, so not as much sweetness is actually needed. 18 
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At first, Halo Top avoided a traditional media approach, relying on word of mouth and social 
media to spread the word about its lower-calorie ice cream, which tops out at 360 calories per 
pint. Then it began facing increased competition and stepped up its marketing. 


Halo Top’s success has been due, in large part, to social media. Justin Woolverton founded the 
company in 2011, but AdAge says it wasn’t until 2016 that sales jumped a shocking 2,500 
percent. 1’ That was, in part, thanks to a rave review in GQ written by a journalist who'd 
embarked on a mission to eat nothing but Halo Top for ten days. Not only did he survive to 
tell the tale, but he lost weight...and bought a couple more pints of chocolate after finishing off 
50 pints. 


His story went viral on social media, and that kicked off Halo Top’s popularity. Since then, 
Halo Top has stayed true to the idea behind the company. You'll see some television ads, sure, 
but Woolverton says all marketing is done in-house. Ads are spread out among Facebook, X 
(formerly known as Twitter), and Instagram, and success came just in time, too. The boom 
happened when the company was running out of cash. After spending hundreds of thousands 
in design and development, resorting to high-interest loans and maxing out credit cards, the 
company almost folded instead of taking off. 


In August 2017, the gay dating app Grindr took another step into broadening Halo Top’s 
online presence. Grindr launched a companion lifestyle site, Into, with the hopes of attracting 


companies that wanted to put their advertising dollars into a site that would help them reach 
the LGBTQ community. Two organizations jumped on board immediately: FX’s show 
American Horror Story: Cult and Halo Top. AdWeek says scrolling ads for the two brands 
featured heavily in the site’s launch, with /nto showrunners hoping they were going to lead the 
way for other advertisers who wanted to reach a new market that might not be as heavily 


catered to by other sites and publications.2° 


Since then, competition has heated up a bit, with mainstream brands and grocers bringing out 
somewhat similar products. Halo Top has responded with new products, including nondairy 
varieties and low-calorie ice cream pops. 


It is important to note that, over time, marketers gather extensive information on their target 
markets, being able to identify purchase motivation that goes beyond age and gender into 
behavioural and psychological motivation, which are important determinants in many 
purchases. In this way, marketers define their target markets in more complex terms, including 
elements such as likes, dislikes, motivation, interests, and concerns. 


The digital reality has made the marketing mix more complex. Marketers realize that each 
element now has many layers that need to be managed, no easy task in the online 
environment. A product, for example, now has many faces: offline in stores and online on 
corporate websites, on blogs, on promotional microsites, on apps, and on social media sites 
where marketers carefully monitor and join conversations to engage consumers. This is made 
even more complex by the different technical requirements needed for websites to render 
appropriately on different mobile devices. 


Critical Thinking for Marketing 


1. What is the role of marketing in an organization? 
2. What is a target market? 


3. What is the marketing mix? 


The Marketing Process 


3 d The marketing process involves (1) identifying consumer needs, (2) managing the marketing mix to meet these 
needs, and (3) reaching potential customers or the market (see $ Figure 1-2). The marketing process requires that 
marketers understand their customers and apply strategic, analytical, and creative-thinking skills. Throughout the cycle, 
marketers constantly evaluate program success, recommending and implementing changes to strengthen efforts. Let’s 
consider Amazon Prime and how this process works. 


Figure 1-2 The marketing process 


Satisfy consumer needs 
by designing a marketing 
Discover program having the right 
consumer needs combination of: 
by researching what e Product 
consumers’ needs are e Price 
e Promotion 


e Place 


Amazon Prime was created to offer regular Amazon customers free two-day delivery on an unlimited number of products, 
with no minimum order size. Shoppers prefer to have free shipping when purchasing online, but many sites have minimum 
order sizes or longer shipping times. Amazon provides additional value to the membership by also including access to 
streaming movies and television shows through Prime Video, unlimited music streaming, unlimited reading on any device, 
and unlimited photo storage, all for one membership fee. In 2022, it was expected that US$47 billion would be spent in total 
through online shopping—that is an average of about US$1,300 spent by an average Canadian online every year, resulting in 


potentially high shipping charges.2! 


Page 10 


Amazon offers a 30-day free trial, after which the customer is charged the annual fee. The free trial reduces barriers for 
customers to try the service and allows customers to see the value prior to spending any money. Shipping has consistently 
been a key differentiator within the customer decision-making process online. A survey shows that 84 percent of customers 
made a purchase because the shipping was free and that 77 percent of customers had abandoned their full shopping cart due 


to poor shipping options.22 


Amazon Prime is available online, on the È! Amazon.ca site, where the customer is already shopping. Customers also receive 


an offer to purchase Amazon Prime at checkout, once they have seen their shipping charges for the order in their shopping 


cart.23 


Amazon Prime has been communicated using simple and clear messaging, through email promotion (to existing Amazon 
consumers), through online promotion (on its site), and through social media. As of 2021, there were over 200 million paid 
Prime members globally.24 


Marketers are ultimately responsible for generating company profits (or revenues and support for non-profit organizations), 
and marketing programs are designed with this end in mind. Formally, marketing is described as the process through which 
goods and services move from concept to the customer. It includes the coordination of four elements called the 4 Ps of 

marketing, to identify, select, and develop a product; determine its price; select a distribution channel to reach a customer’s 


place; and develop and implement a promotional strategy.2> 


Exchange is the trade of things of value between buyers and sellers so that each benefits. In simple terms, the trade is money 
for a product or service. However, there is more to exchange than just money—customers may provide referrals to a tutoring 
service or to a fitness club in return for discounts or additional services. A consumer may volunteer time with a non-profit 
organization such as the Heart and Stroke Foundation, which in return may satisfy the consumer’s need to support the 


cause. 


In the online environment, exchange is often more complex. In many instances, websites may not be selling a product at all 
but instead providing free information or a service that drives traffic to their website, where advertising is used to help pay for 
the service. The number of website page views and data on its demographics are used to sell this advertising space and 
generate revenue for the website. Many news websites, such as $ Macleans.ca, and web portals, such as F Google.ca and 


E Canada.com, fall into this category. 


6€ The marketing process requires that marketers understand their customers and apply strategic, analytical, and creative-thinking 
skills. ?? 
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What Can Be Marketed? 


4 d In marketing, the term product encompasses goods, services, and ideas. These products can all be marketed to 
encourage people to buy something or, as in the case of ideas, to encourage support. 


A good is a product that is tangible—you can touch it and own it. Examples are a can of Red Bull or a pair of Adidas running 
shoes. Adidas running shoes are tangible products that are marketed in different styles and colours, sold at a premium price, 
merchandised in sporting goods and shoe stores, and promoted with ads and social media with a focus on performance and 
style. Adidas achieves publicity through the sponsorship of athletes and sporting events. Adidas repeats its message across all 


forms of social media and demonstrates the value of its shoes on its YouTube channel. 


A service is an intangible, a product you cannot touch. It does not result in something you can own. A physiotherapy session, 
a vacation, or going to a movie are examples of services. When you watch a movie at Cineplex Entertainment, marketers 
have worked to ensure the experience encourages you to return. Movie selection, theatre layout, seating, loyalty programs, 
and concession items have all been carefully selected and designed with the comfort and needs of the target market in mind. 
The Cineplex-Scotiabank SCENE loyalty rewards program has been created with rewards that encourage customers to 
return to Cineplex Entertainment theatres time after time to collect points and receive benefits such as discounted 


concession items, free movies, or discounted dining.2® 


Ideas can also be marketed. An idea is a concept that typically looks for support. An example is Mothers Against Drunk 
Driving (MADD) Canada. MADD Canada’s mission is “to stop impaired driving and to support victims of this violent 
crime.” Statistics show that, on average, four Canadians are killed every day by impaired drivers. MADD increases the 
awareness of the impact of impaired driving through campaigns such as Project Red Ribbon, when millions of red ribbons 
are sold each year. It has been estimated that almost 43,000 lives have been saved through the efforts of MADD and its 


awareness campaigns.”/ 


Another example is the Movember Foundation campaign that asks men to grow moustaches in November to support men’s 


health initiatives. For more about this campaign, see the Marketing Matters box, (S’ Marketing the “Mo.”28 


66 Ideas can also be marketed.?? 


Marketing Matters 


Marketing the “Mo” 


As the seasons change to winter, it is inevitable that we see our male colleagues, friends, and family growing 
facial hair that lasts for a full month’s time. 


HOW CLOSE ARE 
YOU TO YOUR 


TARGET? 


Don’t just be satisfied with getting 
over the finish line - go big and Mo 
for gold. Here’s how. 


oe MOVEMBER’ we MOVEMBER’ “er MOVEMBER’ woos MOVE! 


© 2021 Movember. All rights reserved. 


The Movember Foundation was started in Australia in 2004 by two friends. What started as an idea to bring the 
moustache back into fashion has dovetailed into a fundraising campaign for men’s health. Those two friends were 
able to entice 30 of their friends to grow moustaches in 2003 for no money. They then thought about the 
potential power of this platform and subsequently formalized Movember. The Movember Foundation focuses on 
four specific issues: prostate cancer, inactivity, testicular cancer, and mental health. 


It is a fairly simple idea: men grow moustaches during the month of November and have friends and family 
sponsor their endeavour. What evolved from this simple idea has been historic! 


Since its inception, Movember has raised $1.26 billion for men's health. In 2007, Movember was launched in 
Canada; in 2021 the foundation raised $24.6 million.? 


The Movember Foundation is one of the largest investors in men’s health in the world. Movember has created its 
own language and culture. Mo, Mo Bro, Mo Sista, and Mo Mentor are just a few of the terms that supporters are 


quite familiar with. Advice about how to grow a “Mo” and how to eat with a “Mo” is shared on the foundation’s 
website. 


As Movember celebrated its twelfth anniversary in Canada in 2019, donations were down. Movember Canada is 
trying to move beyond the moustache. The moustache is still a major part of the brand, but Movember has 
expanded into men’s mental health and suicide prevention. There is less focus on the moustache logo and more 
focus on stopping men from dying too young. 


To further the cause, Movember has partnered with corporations including Visa, the NHL, Harley-Davidson, and 
GoodLife Fitness to introduce MOVE. MOVE encourages donations for individuals who commit to MOVE-ing 
every day during the month of November. This expands participation beyond growing a moustache. 


Part of the reason that the moustache is no longer at the forefront of the campaign is the success of the 
campaign itself. Moustaches have become more popular over the last decade, particularly among younger men. 
Movember is credited for having driven that trend. Men grew the moustache, tried it, and kept it. 


Wanting to extend its message beyond the month of November, Movember Canada has recognized April as 
Testicular Cancer Awareness Month, with a #knowthynuts campaign. This campaign is meant to encourage men 
to complete their own self exams to ensure early detection of testicular cancer, a type of cancer most common in 
younger men. 


The campaign has also expanded into September, focusing on men’s mental health for World Suicide Prevention 
Day in mid-September. 


Movember is a month-long opportunity for participants to outwardly show their support for men’s health, 
generating conversation, an exchange of knowledge, and ultimately donations to the Movember Foundation. 


Questions 
1. How do not-for-profits stay relevant? 


2. How do partnerships help spread a non-profit organization’s message? 


Many successful marketers today launch products with layers of goods, services, and ideas to connect with customers. For 
example, you may decide to purchase a new smartphone. You select an iPhone 13 from Apple. This smartphone comes with 
128 GB of storage, weighs 173 grams, is 7.65 mm thick, and has a 6.1 inch diagonal display (product). 2? Once you begin to 
use your phone, you download songs using iTunes. You also like to shop, so you sign up for Apple Pay so that you can use 


your iPhone to pay for purchases (services). 


Critical Thinking for Marketing 


1. What steps are involved in the marketing process? 
2. What are the differences between goods, services, and ideas? 


3. Are credit cards goods, services, or ideas? 


What Is a Market? 


The term market is used in marketing to describe potential groups of customers who have both the willingness and the ability 
to buy a product. Importantly, just being willing to buy a product does not constitute a market. For example, the Nintendo 
Switch is a gaming console that has been targeted to families. The Switch has a multitude of action games, such as those in 
its Super Mario/Luigi franchise, as well as interactive games that simulate sports or live action/adventure journeys. Although 


the Switch is used by kids, kids are not considered to be the product’s market because they do not have the money or the 
means to buy the product. The market would generally consist of parents with children up to their teenage years as well as 


older users between the ages of 12 and 30 who can purchase the product.22 


The Switch touches on an interesting marketing issue: sometimes the market, target market, and customers are different 
groups of people, and marketers need to balance the various groups to target with their programs. While the customers for 
the Nintendo Switch are parents with children, the marketing also needs to focus on the children, who may exert some 
influence over their parents. Therefore, we see that the target market for the product includes both children and parents. 
Finally, the consumers of the product, in this case the users, are mainly the children, not the parents, and marketers need to 
ensure that the product is designed with their abilities and interests in mind, without overlooking the parents, who are the 
main decision makers in the purchase process. 
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The Evolution of Business Philosophies 


5 d Marketing was not always the driving force in business philosophy. Until the 1930s, businesses were in the 
production orientation stage. This stage focused on manufacturing, which until the Industrial Revolution, was not a 
widespread phenomenon. Manufactured goods tended to sell, regardless of their quality, because they were in short supply. 
Consumer needs were not a priority. 


It was during this era that the Ford Motor Company introduced the assembly line, manufacturing cars in a fast and efficient 
way. The second stage, from the 1930s to the 1960s, was the sales orientation stage. This stage focused on selling as many 
products as possible. The market had become more competitive, production had become more efficient, and products were 
in abundance. Companies started to hard sell to make a profit, and consumer needs were still not a major consideration. 
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As the marketplace became more competitive, businesses developed more sophisticated approaches. In the 1960s, consumer 
needs became more important, and the marketing concept became the focus of businesses. The marketing orientation stage 
focuses on the idea that an organization should strive to satisfy the needs of consumers while also trying to achieve the 
organization’s goals. An organization that has a marketing orientation focuses its efforts on continuously collecting 
information about consumers’ needs, sharing this information across departments, and using it to create customer value. 


Marketing has evolved from a discipline with a short-term focus on transactions to one that now also focuses on building 
long-term customer relationships. This relationship marketing stage sees organizations considering the lifetime value of their 
customers and striving to offer better services, along with higher-quality products to encourage long-term relationships with 
customers. Over the last few years, relationship marketing has included a greater use of social media, and an increased focus 
on customer relationship management and corporate social responsibility to create meaningful relationships. 


These approaches emphasize customer retention and ongoing consumer satisfaction rather than short-term transactions. 
Organizations carefully collect and use information on consumer interests to develop relationships with them and retain 
their loyalty. Businesses recognize that improved consumer relationships can result in increased customer loyalty, improved 
customer retention levels, and greater profits for an organization. (ies) Figure 1-3 summarizes this evolution of business 
philosophies.) 


Figure 1-3 The evolution of business philosophies 
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Database technology has surfaced as a tool that facilitates relationship marketing by putting a focus on customer relationship 


management (CRM) for the marketing industry. This approach is rooted in the knowledge that it is less expensive to service 
and maintain current customers than to constantly acquire new ones. CRM identifies a firm’s most valued customers and 
builds programs to appeal to their needs. It systematically identifies what will lead to customer satisfaction and profitable 
brand loyalty. It is often facilitated by CRM software and databases. Formally, CRM is defined as the process of building and 


developing long-term customer relationships by delivering customer value and satisfaction.>! 


We can look to the Canadian retail industry to better understand CRM and to find out how it is applied. In its simplest form, 
CRM involves the occasional customer email about upcoming sales or advance notice of new product launches. In a more 
advanced state, it includes sophisticated customer loyalty programs that reward continued purchases and usage. Air Miles is 


an example of a widely recognized and sophisticated CRM program that partners with brands to provide members with 


rewards. 


Retailers use CRM loyalty programs to help secure a greater share of wallet from their customers. Share of wallet refers to the 
percentage of a customer’s purchases that a company has in a specific product category. They use loyalty cards to track 
individual purchases and then correlate the data with offers and incentives to determine what works best. Offers are then 
customized to meet buyers’ purchase habits. Pioneers of CRM in Canada include Hudson’s Bay with its HBC Rewards card 


and President’s Choice/Shoppers Drug Mart with its PC Optimum card. 


Advanced CRM considers customer lifetime value and what offers will keep customers loyal over their lifetime. Customer 
lifetime value refers to the potential sales that will be generated by a customer if that customer remains loyal to that company 


for a lifetime. 


Let’s look at a simple example. If a pregnant woman buys prenatal vitamins at a store that uses CRM tracking software, such 
as through its loyalty cards, in time she may start receiving coupons for diapers, baby food, and tips on infant nutrition; her 
prenatal purchase has triggered sophisticated computer programs to recognize her eventual need for baby products. As this 
woman’s needs evolve, and as the children get older, the offers may change to include over-the-counter medications for 
toddlers or school supplies for youths. This is one of the ways that companies can use CRM to encourage customer loyalty. 
CRM is covered in more detail in 5! Chapter 14. 
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Finally, corporate social responsibility (CSR) has become an important part of the relationship marketing stage, with 
companies realizing that consumers want to be associated with companies that share their values and interests. CSR is a 
concept where organizations voluntarily consider the well-being of society and the environment by taking responsibility for 
how their businesses impact consumers, customers, suppliers, employees, shareholders, communities, the environment, and 
society in general. In this manner, CSR programs become part of a brand’s fabric and help to build long-term relationships 
and solidify brand connections with consumers. The apparel company Benevity provides an excellent example of CSR being 
integrated into the brand itself (see the Marketing Matters box, (F Benevity—Making CSR the Brand!).° 2 


Marketing Matters 


Benevity—Making CSR the Brand! 


Corporate social responsibility (CSR) initiatives can often seem as though they were an afterthought or an add-on 
to corporate strategy. For Benevity, CSR is its brand! 


We are,a 
collective impact. 


We We | €b benevity 


Benevity Inc. 


Certified B Corporations are businesses that meet the highest standards of verified social and environmental 
performance, public transparency, and legal accountability to balance profit and purpose. Benevity Inc., a certified 
B Corporation, was co-founded in 2008 by CEO Bryan de Lottinville and a group of tech innovators as a platform 
that enables companies to engage their employees and customers around social responsibility and community 
investment. Benevity’s ultimate goal and vision is for there to be no need for a separate category of B 
Corporations, “because every company will pursue hybrid goals of profit and purpose.” 


Benevity is the global leader in corporate social responsibility and employee engagement software, including 
online giving, matching, volunteering, community investment, and purpose-driven actions. Many of the world’s 
most iconic brands rely on Benevity’s award-winning cloud solutions to power corporate “Goodness” programs 
that attract, retain, and engage today’s diverse workforce by connecting people to the causes that matter to 
them. 


With software that is available in 22 languages, Benevity has exceeded $10 billion in donations to over 326,000 
non-profit organizations. Benevity has a customer base of almost 1,000 clients spanning large, global 
enterprises like Microsoft, Coca-Cola, Google, and Honda.® 


“By engaging more people, more often in Goodness—no matter where they are located—companies can make 
their CSR programs and purpose-driven initiatives more experiential and inclusive for everyone, strengthening 
employee engagement and retention,” says de Lottinville. 


“With the addition of mobile, our clients now have another way to empower their people to support causes they 
care about, which in turn helps to create a workplace culture distinguished by meaning, engagement, and a 
passion to make the world better,” he adds. “It’s an essential and logical next step in the evolution of our 
platform.” 


The socially concerned consumer is alive and well across the globe. A recent Nielsen study showed that 55 
percent of global online customers were willing to pay more for products from companies that were socially 
responsible. The likelihood of embracing social responsibility is even greater in Asia Pacific, Latin America, and 
the Middle East/Africa. Canada is only the launching pad for Benevity’s impactful strategy. 


Questions 
1. What strategies do you believe that Benevity should focus on to remain relevant? 


2. Do you believe that Benevity is a fad, or is it here to stay? 


CSR initiatives can range from the simple to the complex and typically include one of three approaches. In its simplest 
forms, CSR can involve (1) the sponsorship and/or spearheading of community programs and (2) the sponsorship of and/or 
involvement in fundraising initiatives for charitable organizations. In its most advanced form, CSR is used (3) as a business 
philosophy of an organization that implements socially responsible business practices to positively impact the community at 
large. 


Loblaw Companies Limited is another excellent example of a company that has demonstrated a commitment to give back to 
the community and operate in a responsible manner. 
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Loblaw’s CSR strategy has three pillars: sourcing, environment, and community. Responsible sourcing targets many 
components of the supply chain for Loblaw, from the working conditions of suppliers’ employees, to the elimination of 
concerning ingredients from products, to a priority focus on informative labelling. The environmental pillar targets waste 
reduction by decreasing the use of plastic shopping bags. In June of 2022, Loblaw announced they would completely 


eliminate plastic bags from their stores by quarter one of 2023. This plastic reduction journey began in 2007 and has 


eliminated 13.8 billion bags from ending up in landfills.>° 


In 2016, Loblaw targeted an emissions reduction of 30 percent by 2030 but was able to reach that target by 2021. It has now 


0.34 


increased its goal to a 50 percent reduction by 203 Loblaw has also reduced its food diversion to landfill by 86 


percent.2> 


Responsible sourcing is a key pillar of Loblaw’s CSR strategy. 
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Many organizations now include CSR components in their business plans, issuing annual CSR reports and CSR plans to 
ensure they live up to their directives. Loblaw has published an annual corporate social responsibility report every year since 
2007. Since 2002, Corporate Knights, a media company, “maintains an editorial focus on climate change, responsible 


investing, and the ideas, actions and innovations that shape a sustainable economy.”36 


Its 2022 report highlights the top 50 corporate citizens. Companies leading the list include Hydro-Quebec, Innergex 
Renewable Energy, and Brookfield Renewable Partners. Another well-known company on the list is TELUS. TELUS data 
centres consume 80 percent less power than a typical data centre. TELUS is also a major sponsor of We Day through its 
employee volunteer program, called TELUS Days of Giving. Over the last 20 years, 12 million volunteer hours have been 
invested in communities across Canada and $820 million has been donated by TELUS employees and retirees. 


Unfortunately, some companies have taken advantage of the environmental movement by deceptively positioning products as 
being green, when in fact they do little to help the environment. In fact, a 2021 European study suggests that 42 percent of 
green claims were exaggerated by companies. >S This has given rise to the term greenwashing, which refers to the deceptive 
use of marketing practices to imply that a good, service, or organization is environmentally friendly. 


A 2022 research project suggests that companies who overcommit and underdeliver on their green promises are punished by 
their customers with lower customer satisfaction rates. At the core of the flailing satisfaction is the customer perception of 
corporate hypocrisy.” Walmart came under fire in 2022 for incorrectly marketing products as being made out of bamboo 
and manufactured with eco friendly processes. They settled the claim for $3 million.4° In 2018, Keurig settled a lawsuit for 


$10 million over an untrue claim that their single-use coffee pods were recyclable.41 


The marketing community is also putting an increased focus on the well-being of society and the environment in its 
marketing programs. It is commonplace to now see marketing initiatives that focus on the consumer and the well-being of 
society, an approach described as the societal marketing concept. 


One of the pioneers of societal marketing is The Body Shop. The Body Shop was started on the belief that only natural 
ingredients should be used in products and that those products should not be tested on animals. Back in 1976, this was a 
very original business strategy. Since that time, The Body Shop has supported a range of causes including human rights, 
environmental protection, and fair and ethical trade. In 2016, The Body Shop launched the Limited Edition Change Hemp 
Hand Protector. The packaging was developed by a world-renowned street artist named Eine, and the product sports a strong 
message of CHANGE on the label. A portion of the revenue from each unit sold is donad to The Body Shop Foundation 
to support a range of projects dedicated to helping the planet, oceans, people, and animals. 
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New and Evolving Marketing Practices 


6 d Marketing today focuses on meeting short-term consumer needs and generating immediate company profits, as 

well as the long-term viability and sustainability of a business through the transparent connections it makes with its business 
partners and by creating meaningful customer relationships and community initiatives. Many new tools are now available for 
marketers to communicate organizational approaches and product benefits. In this section, we review some of the latest new 


and evolving marketing practices. 


Some of the recent marketing approaches include customer relationship management programs and corporate social 
responsibility (as already discussed), with evolving areas including (1) digital marketing, including content marketing, mobile 
marketing, and social media marketing; (2) augmented reality; (3) experiential marketing; (4) influencer marketing; (5) 
partnership marketing; (6) metrics and analytics; and (7) new marketing regulations and ethical considerations. 


Digital marketing provides many online communication tools. 
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Digital Marketing 


The backdrop to new and evolving marketing approaches is the rapid adoption of Internet technology by our society, with 
consumers and businesses having access to lower-priced computers, multiple mobile devices, high-speed Internet 
connections, and cloud computing. In addition, many free online services are available, such as email, online search, cloud 


file storage, and social media platforms. 


Digital technology has changed consumer behaviour, with many people using smartphones and tablets to stay connected 
with friends, family, and work throughout the day and to get media updates on their areas of interest. In 2021 there were over 


33 million subscribers to mobile devices in Canada.43 Wireless services have become an integral part of Canadians’ lives. 


Whether to stay in touch with family and friends, consume content, or work while on the move, wireless services have 
become indispensable for most Canadians. More Canadians have mobile phones (90 percent) than landlines (41 percent), 
while approximately one-third of Canadian households rely exclusively on wireless services. People in Canada are among the 


most connected in the world, spending over 46 minutes per day on social media and over six hours per day online.44 


The widespread use of digital technology in Canada is the most important trend impacting how marketers do business. 
Digital technology has changed the path to purchase and drives how consumers gather information, connect with each other 
and businesses, and purchase products. The amount of time consumers spend on the Internet has changed significantly over 
the last few years, prompting marketers to increasingly use digital marketing approaches to reach consumers. Digital 
marketing is an approach that uses electronic means to reach consumers, whether this be through computers, gaming 
devices, out-of-home electronic screens, or mobile devices such as smartphones and tablets. 


Starbucks is serious about its customers’ ideas. 
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Digital marketing includes many stellar online tools, such as display advertising, affiliate marketing, search engine marketing, 
search engine optimization, pay-per-click advertising, mobile marketing, email marketing, and social media marketing. An 
example of an integrated digital marketing campaign can be seen with Starbucks. 


Starbucks is heavily invested in social media with record-breaking engagement with its Facebook, X, and Instagram 
platforms. Starbucks has tried to maximize its mobile interactions with customers by encouraging mobile payments, which 
decrease the time that a customer stands in line. With over 200,000 ideas submitted to the My Starbucks Idea website, 


Starbucks successfully implements crowdsourcing to show its customers that it values their suggestions.45 
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Among the key strategies laid out by the company were the continued focus on Starbucks’s app-based rewards program, 
which hit the 24.2 million 90-day active user mark and is growing 48 percent year over year as of 2021.46 Digital initiatives 
like its rewards program look to cater to a “digitally savvy” customer base that expects higher levels of convenience and a 
more personalized experience. 


Content Marketing 


Integral to the success of any digital marketing campaign is the concept of content marketing, when brands or companies 
publish blogs, investing in resources to produce unique content and paying for content-related ads. When you think of 
examples of content marketing done right, Hubspot is always on the list. In addition to creating a free tool as a growth 
hacking strategy, Hubspot has used content marketing by writing in-depth blog posts about the issues its visitors care about; 
adding content upgrades such as ebooks to its blog posts; creating an educational and content sharing hub (Inbound.org), 
which gets 321,000 visitors each month and provides a great opportunity to promote its certification and partnership 
programs; and creating videos for Facebook and using LinkedIn to send traffic to those videos. 


Charmin Sit or Squat campaign. 
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Charmin, the toilet paper brand, created an app for its customers called Sit or Squat. Charmin built a social media campaign 
around this unique app to get the word out about its products. 


The app allows users to check the toilets around their local area to find out whether they are clean. The idea behind this is 
that if they are clean, people can feel free to sit, but if they aren’t clean, then they may want to squat. This silly app was the 
perfect way to connect with customers about a real problem they face that is relevant for the brand to address. 


One reason this app and the resulting campaign are so effective is that they get people talking. The app idea may seem silly, 
but it is, at its core, still useful and relevant to consumers who would be using Charmin’s products. The app is also 


interactive, which allows consumers to take part in the content experience themselves. 47 


Mobile Marketing 


Mobile marketing is a major disruption that continues to intensify. It includes both smartphones and tablets. Successful 
marketers must embrace the channel and focus on the importance of seamless, user-friendly experiences on mobile. Over 80 
percent of mobile time is dominated by app consumption. M-commerce (buying and selling) is predicted to be the number- 
one use of mobile, with mobile payments and watching video a close second and thira.48 
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Display and search are the most popular forms of mobile advertising, but branded content shows the most potential for 
future growth. Location data is at the core of mobile, but marketers expect the Internet of Things marketing applications to 
drive mobile growth. The current challenges in mobile marketing are the lack of data and how to measure the effectiveness of 
the investment. 


Retail and entertainment lead the way in innovative use of mobile. Amazon was cited as the most innovative brand in mobile 
retail best practices by the Mobile Marketing Association. Amazon is one of the first organizations to embrace mobile 
commerce with a mobile-optimized site, consistent design across apps and mobile sites, easy repeat purchases, prominent 
call-to-action, one shopping basket across all platforms, predictive search, and spelling correction. Starbucks achieved second 
place in innovative mobile recognition in its overall brand use with its mobile payment, notifications, loyalty program, free 
downloads, and easy order/pay/pickup. Facebook Messenger was recognized in third place for gaining mass use quickly and 


giving scale to user-generated live video.49 
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Mobile marketing reaches people on their personal devices. 
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Social Media Marketing 


Social media, offering the ability to interact with consumers, often in real time, through social networks such as Facebook, 
YouTube, Google+, X, LinkedIn, Instagram, Snapchat, TikTok, Pinterest, and blogs, adds a new dimension to relationship 
marketing, making it more immediate and interactive. Social media is formally defined as a form of online media that allows 
members to create their own network of friends and contacts to share comments, articles, opinions, videos, and images as a 
form of self-expression. 


Social media provides consumers with the ability to interact with marketing messages by posting comments that are visible to 
all. This open environment encourages companies to be more transparent and interactive in their communications while 
simultaneously developing stronger, more trustworthy relationships. 


Social media marketing is when brands reach out to consumers online through social media networks. Brands can take 
various approaches with social media. A brand can place ads on social networks that accept advertising to increase 
awareness and can hire social media community managers to deploy social media programs and to monitor, measure, and 
respond to questions, comments, and inquiries. 


Social media marketing allows the brand to authentically connect with its audience on a personal level, humanizing the 
brand. While the popularity of social networks can rapidly change due to the ease with which consumers gravitate to 
different platforms, the most popular social networks in Canada today are Facebook, LinkedIn, Instagram, TikTok, X, and 


Snapchat, plus numerous other niche social networks.>0 


Nike provides an excellent example of a very active brand on social media. With 35 million Facebook followers and 150 
million Instagram followers,>! Nike has fairly strong consumer engagement. With several Facebook pages, one for Nike 
Corporation and others focused on dedicated areas of business (for example, Nike Football and Nike Golf), Nike’s fan bases 
are segmented based on their interests. The dedicated sports pages are normally updated daily, while the corporate site is 
updated less often. Postings will typically attract a few thousand likes, thousands of shares, and a few hundred comments. 
Nike also benefits from athletes who tweet and post content about Nike, creating even more interest and offering Nike even 


more content.>2 


Augmented Reality 


Augmented reality (AR) is a relatively new technology combining things in the real world with computer-generated 
information. It allows people to enjoy experiences that are often more immersive than the real world alone offers. 


Ford wanted to stay competitive in the Canadian sport utility vehicle (SUV) market and knew doing so meant reaching out 
to a younger-than-average demographic. It worked with Snapchat to make an AR filter related to its EcoSport mini-SUV that 
featured, inside Snapchat, a true-to-life 3D model of the car. Users could position and scale the car anywhere in their 
immediate environment, discovering both the internal and exterior aspects of it. Ford did not publish sales figures linked to 
this campaign, but it was the first AR vehicle marketing campaign in the Canadian market. That fact helped both media 


outlets and the public realize the car company is not afraid to take chances to reach its audience.>> 
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Experiential Marketing 


Marketers often embed experiential marketing approaches within their marketing programs to create buzz and, in many 
cases, a focal point for social media programs. Experiential marketing is an approach where marketers create fun and 


memorable opportunities for consumers to directly interact with a brand.>4 


The consumers (and the company) will spread 
the word about their experience through social media. This approach can build awareness and generate word-of-mouth buzz 
and other forms of publicity for the brand. The brand goes from being passive to actively interacting with the target market. 
A brand can follow a number of approaches with experiential marketing, often using a combination of public relations, event 


marketing, and promotions to break through the clutter of competing marketing messages. 


In the future, experiential marketing is expected to evolve and become more sophisticated. The mainstream use of virtual 
reality creates an additional platform for customer interaction. Pop-ups are an effective tool to reach niche customers by 
setting up in very specific locations. Nike launched the SNKRS XPRESS, a remodelled streetcar, outfitted with its newest 
models of sport and running shoes. The streetcar travelled the streets of Toronto and other North American cities during the 
2016 NBA All-Star Game. Customers could try on and ultimately buy the new shoe styles during the 25-minute trip around 


Toronto.>> 


Inventive outdoor marketing will interact with customers in a more engaging way. Lego has been successful installing 
Instagram-ready bus stop displays, where customers can superimpose themselves into a Star Wars scene, choosing the “dark 
side” or the “light side,” and posting to Instagram using the hashtag indicating their choice.~© The integration of live 
streaming also adds another touch point. 


Companies such as Nestlé have used Periscope, a video-streaming service from X, to stream real customer experiences with 
their products. Periscope will automatically post a link to the video from the customer’s X account, extending its reach. 
Nestlé was the first to use Periscope, focused on its Drumstick ice cream product, with its #FirstDayofSummer campaign. 


The campaign generated more than 5,000 views and more than 50,000 hearts (indicating approval) in just over 12 hours.57 


Influencer Marketing 


Influencer marketing plays a major role in all types of modern marketing. But businesses are no longer limited to major 
celebrities and names that everyone knows when deciding to work with an influencer. Micro-influencers have found their 
niche in social media marketing to convert leads, connect with audience members, and boost brand awareness. Micro- 
influencers are social media promoters with a smaller, niche following (typically thousands to tens of thousands of 
followers). Although they have fewer followers, their followers have a higher level of engagement. Also, they are considered 
“average” or “everyday” people, so their followers are more likely to trust their opinions or recommendations. True influence 


is in engagement rates measured by clicks, subscribes, and ultimately purchases.58 


Partnership Marketing 


Partnership marketing has gained momentum over the last few years with companies providing customers with added value 
through complementary promotional offers. The intent of partnership marketing is to create formal associations between 
brands that will result in incremental business for both brands that could not have been achieved separately. 


Partnership marketing, also referred to as affinity marketing, is rooted in the idea that brands with similar customers can 
combine marketing expertise and use each other’s strengths to build brand awareness and incremental revenue streams 
among a larger audience. The challenge lies in finding appropriate partners, setting realistic goals, tracking results, and 
aligning partnership goals with business objectives. 


Brand partnerships (sometimes referred to as cobranding) can manifest themselves in many ways. Nutella has mastered the 
brand partnership by integrating its delicious hazelnut and chocolate spread as a key ingredient in the product offerings of its 
partners. Rather than being satisfied with its role as a take-home spread from the grocery store, Nutella has partnered with 
Tim Hortons to offer a Nutella doughnut as well as Nutella-filled pastries. Nutella has also partnered with Longo’s grocery 


store chain in Ontario, with pop-up kitchens making crepes with Nutella filling.©° 
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Another form of partnership marketing, with a longer-term focus, is the strategic alliance. This involves long-term 
arrangements between companies with similar values and objectives that extend beyond short-term promotional offers into 
long-term business agreements. 


An example of a strategic alliance exists with the SCENE loyalty movie rewards program where Cineplex Entertainment and 
Scotiabank formed a long-term arrangement to benefit both companies. SCENE members collect points when purchasing 
Cineplex Entertainment tickets or concession items. Points can be redeemed for free movies or snacks. Scotiabank Visa 


credit card holders earn additional points when paying with their Scotiabank Visa card. There are over 7 million SCENE 


members, many of them between the ages of 18 and 34, a much-desired demographic for the banking industry.®! 
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Metrics and Analytics 


The Canadian business world is a performance-based culture that uses metrics and analytics to improve programs and deliver 
better results. A key role of the marketer is to collect and analyze metrics to make better brand decisions. Digital technology 
has resulted in a deluge of data that challenges marketers to interpret and manage. Easy-to-use software gathers the data, 
sorts it into actionable areas for increased focus and analysis, and flags elements that require immediate attention. Robust 
paid analytics platforms can be provided by companies such as IBM and Salesforce with their analytics platforms, or through 
free metrics platforms such as Google Analytics and Social Mention. 


Metrics and analytics software can measure and track online sales and drill down into the origin of each sale. It can also 
measure website interactions such as unique visitors, time on site, page views, returning visitors, newsletter signups, and 
digital downloads. It can measure the effectiveness of online advertising campaigns, as well as the impact of social media 
programs. 


In the social media sphere, for example, analytics platforms can collect data that measure online buzz, identify positive and 
negative sentiment, and point to online brand advocates. It can flag online conversations about a brand, keep an eye on 
competitor sentiment, and track topics of interest, whether they are on blogs, social networks, video-sharing sites, photo- 
sharing sites, or the websites of mainstream media. Importantly, this data can be combined with a marketer’s costing 
information so that financial insights can determine costs per click, costs per conversion, costs per interaction, and 
ultimately, the return on investment (ROI) of specific programs. 
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Metrics and analytics provide important measures of performance. 
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In the offline marketing world, metrics and analytics are also important, again pointing to performance. Routine metrics are 
measured against marketing plan targets and look at elements such as sales, market share, profit margins, and profit levels. 
Program-specific metrics analyze individual marketing programs and measure performance against benchmarks and targets. 
These metrics can include elements such as ROI, awareness levels, ad recall, sales conversions, coupon redemption rates, 
contest entries, or media mentions, depending on the task at hand. 


Metrics refers to numeric data that are collected and grouped to track performance. They are often presented in spreadsheets 
and dashboards, so the data are easy to understand and interpret. Dashboards visualize data using graphs, charts, and 
numbers so that the data is easy to use and understand. Analytics refers to the process of taking metrics data and applying 


smart thinking and technology to gain actionable insights that can help produce better business decisions. An analytics 
platform helps answer questions, provides customer insights, and predicts patterns that can improve marketing performance. 
Analytics can help marketers to segment customers, plan and forecast, manage risk, and take corrective action. 
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Marketers are challenged to use metrics and analytics to better understand how to build better customer relationships. 


Metrics, analytics, and types of data are covered in more detail in LF Chapter 4. 


Marketing Regulations and Ethical Considerations 


In Canada, regulations are put in place to safeguard people, communities, and the environment from businesses that may not 
have their well-being in mind. These regulations can take many forms, such as pollution-emission thresholds, water safety 
guidelines, food and safety regulations, advertising standards, competitive guidelines, and telemarketing regulations, just to 
name a few. The Government of Canada sponsors a website that collects and distributes information on product recalls in 


Canada. It can be accessed at =! http://healthycanadians.gc.ca/. 


Consumer privacy is a growing concern for Canadians. Security breaches have occurred at companies such as Facebook, 
Google, and other leading brands and have led consumers to become concerned about their confidential online data. Privacy 


regulations have been enacted with increased fines to improve data privacy. 


An example of one of the most significant cases of an online personal information security breach in Canada is that of 
LifeLabs in British Columbia and Ontario in 2019. LifeLabs is Canada’s largest health care lab-testing firm, and the personal 
health information of nearly 15 million Canadians was stolen in a ransomware cyberattack. LifeLabs claimed it paid the 
hackers off to get the data back and said in an open letter to consumers that information including “names, addresses, 
emails, logins, passwords, date of birth, health care numbers, and lab test results” was taken. 


LifeLabs offered one year of identity theft and dark web monitoring insurance to compensate those affected by the breach. 
Emerging technologies can help with these security challenges. New identity management and know your customer solutions 
are being developed that can improve security, reduce fraud, and improve insight about customers across multiple devices. 


The evolution of digital technology has forced marketing associations and government bodies to revise and update legislation 
and implement new guidelines. New laws now protect consumers’ rights to privacy and provide strict guidelines that 
marketers need to follow. Anti-spam legislation has also been put in place to regulate email marketing practices, while do-not- 
track policies have been created for online behavioural advertisers to use. 


In addition, new industry associations and regulatory bodies have surfaced to control the wireless industry in Canada so that 
its marketing practices are ethical, legal, and transparent. (9 Chapter 2 reviews in more detail the regulations that govern 
marketing in Canada, and the Making Responsible Decisions box, & The Ethics of Greenwashing, offers a case study of one 


current ethical issue in marketing today.©2 


Making Responsible Decisions 


The Ethics of Greenwashing 


Natural, organic, and recyclable options are increasingly demanded by millennials and Gen Z-ers. A 2019 study 
by Harvard Business Review found that brands that were marketed as sustainable were growing faster than 


traditional competitors. This has led to the increased use of buzzwords such as sustainable, eco-friendly, and 
green to claim the ecological advantages of products or services. Hospitality as well as food and beverage 
companies often focus on promoting achievements in saving water and electricity or reducing greenhouse gas 
emissions, either directly or along their supply chain. Hotel customers may be offered the option of not having 
their bedding or towels changed on a daily basis. 


Economic Nutrition™ 


fogoislandinn 


NIGHTLY STAY (ACTUAL 2018) WHERE THE MONEY GOES 


Labour 49% 
Food, Room Supplies 12% 
Commissions, Fees 5% 
Operations, Admin 18% 
Sales, Marketing 4% 
Surplus 12% 


Reinvested in the community of Fogo Island 


Economic Benefit Distribution 
Fogo Island 65% Canada 19% 


Newfoundland 13% Rest of the World 3% 


ECONOMIC NUTRITION is a certification trademark of Shorefast Foundation, used 
under license by Shorefast Social Enterprises Inc. 


Fogo Island Inn 


Companies that decide to participate in “green marketing” tend to be under constant scrutiny by consumers. 
Sadly, some initiatives hailed publicly as sustainable often just act as a smokescreen to divert public attention 
from business activities that remain, at their core, harmful to the planet. This heightened public sensitivity means 
that more and more firms get caught using fluffy marketing terms and advertisements that paint them in a 
greener light than their activities merit. The confusion and deception felt by consumers who are victims of 
greenwashing can lead to decreased brand loyalty and a loss in brand equity. 


Over the next few years it will be crucial for companies to stay true to their environmental policies and 
messaging. A shift toward a circular economy in which products are made from recycled and recyclable 
substances and consumers are actively educated, encouraged, and assisted to re-use materials, is inevitable for 
any business that wants to be a true driver for positive change. 


According to a publication by the Cambridge Institute for Sustainability Leadership, the tourism industry is 
responsible for about 5 percent of current greenhouse gas emissions. With numbers of travellers and hotel rooms 
booming, this number is set to increase by 130 percent by 2035. 


Due to the heavy investments needed to update existing locations and inherently low profit margins compared to 
other industries, hotels and restaurants have been rather slow in adopting sustainable business practices. By 
2050, hotels will need to reduce emissions per key by 90 percent to be in line with the Paris Climate 

Agreement. Public and political pressure on the sector is rising to implement significant changes in coming years. 


A worldwide gold standard for sustainable tourism in Canada is the Fogo Island Inn in Newfoundland. Zita Cobb 
and her team have created a social enterprise with the inn at the heart of it—a revolutionary business project that 
effectively saved a community that was in danger of disappearing. 


The hotel is effectively owned by the community; all profits fund micro-lending projects, including greenhouse 
workers who supply the restaurant, and workshops where furnishings are fashioned by local artists who also run 


painting, still-life drawing, or found-object collage workshops at the inn. Five stunning, light-filled studios have 
been built for artists to seek inspiration from nature at its most dramatic. 


In the construction of the hotel, locally sourced, sustainable building materials were chosen whenever possible; 
the entire steel frame is well insulated; rainwater from the roof is collected for use in toilets, laundry, and kitchen 
appliances; and wood-fired boilers and solar panels are used for hot water and underfloor heating. The result is a 
building that manages to stand out, yet remains distinctly part of its Newfoundland home. Though it fulfills the 
role excellently, it’s much more than a luxury stay; the inn stands as a statement of the revival of an entire cod- 
fishing community left behind by industrial modernization. 


Zita Cobb sums up her vision beautifully: 


But | really think it has a lot to do with the fact that, as humans, we’re trying to ask better questions—and one of those better 
questions is—what is a better relationship between business and community? And how do we use business in a way that 
strengthens the most important things, like nature and culture? So | think that it’s a good sign, it’s a signal, that we’re just 
better aware. 


Questions 
1. What are the ethical considerations surrounding greenwashing? 


2. Do you think that the hospitality industry and hotels like the Fogo Island Inn will ultimately win? 


In addition to government regulations, many companies, industries, and professional associations have guidelines and codes 
of ethics that provide direction to employees and members on activities that are considered unacceptable. The Canadian 
Marketing Association (CMA) is the professional body for the marketing industry, and its guidelines, codes of ethics, and 


educational programs help shape marketing in Canada. 


The CMA provides input on legislative issues such as Canada’s anti-spam legislation (CASL) and digital advertising do-not- 
track guidelines. The CMA has dealt with policy issues concerning telemarketing regulations, electronic commerce, and 
consumers’ right to privacy. It has hundreds of corporate members, including major financial institutions, insurance 
companies, manufacturers, publishers, retailers, charitable organizations, agencies, relationship marketers, and those 


involved in ebusiness and digital marketing. 


CANADIAN 
MARKETING 


ASSOCIATION 


Vis" 


The Canadian Marketing Association provides excellent resources for 


marketers. 


Used with permission of Canadian Marketing Association 


The CMA has a code of ethics to which all members must comply. Its purpose is to encourage high marketing standards that 
are honest, truthful, accurate, fair, and professional. The code of ethics covers topics such as accurate representations, 
truthfulness in marketing communications, price claims, fulfillment practices, privacy, marketing to children, and marketing 
to teenagers. It also provides direction on direct marketing practices, sales promotion, public relations, and media usage. 


Navigate to the CMA code of ethics on its website at Š$ www.the-cma.org to review the details in this important document. 


The CMA website also contains a wealth of information for marketers with practical guides, best practices, white papers, 
case studies, news releases, job postings, and information on its educational courses and conferences. CMA student 


memberships are available at significantly discounted prices for students who are enrolled full-time in Canadian post- 
secondary education. 
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6€ The CMA website also contains a wealth of information for marketers.?? 


Critical Thinking for Marketing 


Marketing Careers 


7 d Getting a job is usually a lengthy process, and it is exactly that—a process that 
involves careful planning, implementation, and evaluation. The starting point is to get an 
education and, while studying, to create a network of business professionals to contact upon 
graduation. Creating this network can be done through summer jobs, co-op placements, and 
internships. Network with guest speakers who may visit your school, involve yourself in on- 


campus clubs, and participate in volunteer opportunities. 


Have you created a promotional plan, a research report, or a marketing plan in your classes? 
Throughout your education, gather samples of your work to develop a portfolio. These 
artefacts act as a demonstration of your knowledge and abilities. All of these methods 
provide opportunities to meet professionals in the marketing field and gain exposure to the 


marketing discipline. Despite these strengths, you still need to market yourself. 


The process of getting a job involves the same activities that marketing managers use to 
develop and introduce products and brands into the marketplace. The only difference is that 


you are marketing yourself, not a product. 


Start by conducting a personal SWOT (strengths, weaknesses, opportunities, threats) 
analysis. SWOT analyses are used by business to assess themselves and develop strategies. 
(See E Chapter 15 for more information on SWOT analysis.) Ensure that you understand 
your strengths and what differentiates you from the competition. Conversely, what areas do 
you need to improve to increase your chances in the job market—these are your weaknesses. 


Consider how you are currently perceived and how you want to be perceived. 


What opportunities exist in the marketing field? As in any field, it is somewhat dependent on 
the strength of the economy, but entry-level marketing jobs exist for college and university 
graduates. Entry-level positions exist in sales, marketing, and promotions in a variety of 
fields. 


Job titles vary from company to company, but typical jobs include marketing coordinators, 
marketing analysts, marketing assistants, sales representatives, and account coordinators. 
These entry-level jobs usually include on-the-job training, liaison with other departments 


within the company, exposure to marketing program development, and the potential to move 


up within the organization. Areas of growth are in promotions and digital marketing 


services. 


Opportunities exist in creating your own business, as well as working in small, medium, and 
large organizations in the private sector, in the non-profit sector, or in the government. In 
the private sector, marketers are required in consumer marketing and in the business-to- 


business market. 


What threats exist? Are there certain industries that are cutting back? Do other job 


candidates possess sought-after skills? 


Once you have completed this research, create a game plan. Select a target market—those job 
opportunities that match your goals and strengths. Now, create the marketing mix or 4 Ps to 
position your personal brand to that target market. The product is you and the skills, 
experience, and competencies that you have to differentiate your personal brand. Price is the 
salary range you are seeking. Promotion is communicating with potential employers 
electronically, in writing, or in person. Place focuses on where you will interact with 


employers—online, career fairs, or through your career centre. 
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Be sure to also bookmark Canadian marketing job-search websites and to track job postings. 
Examples of sites that have job postings include (F www.iabcanada.com, 
www.strategyonline.ca, O www.the-cma.org, F www.mediajobsearchcanada.com, and 


more general job search sites such as (4 www.workopolis.com and (| www.indeed.ca. 


Job Seekers 


4% 
Employers T 
Marketing 
Career Resources J o b Ba n k 
Professional Your Canadian Marketing 
Development Career Resource Centre 


The Canadian Marketing Association has a job bank that can be used by its 
members. 


Used by permission of Canadian Marketing Association 


Students wanting to get into the marketing field need to be analytical, be able to work with 


others, be capable of working in teams, and have strong communication skills in both 


written and verbal contexts. They must be competent with technology, be able to problem- 
solve, and not hesitate to drill down into data analysis. As a marketer, you need to keep your 
finger on the pulse of the consumer. This requires you to stay current and to be intellectually 
curious. Marketers need to read online web portals, blogs, newspapers, and magazines; 
follow social media sites; attend conferences and webinars; surf the Internet, watch TV and 


listen to the radio; and absorb the trends that are evolving in society and around the world. 


Publications such as Strategy magazine (2) www.strategyonline.ca), Canadian Business 

(A www.canadianbusiness.com), and Maclean’s magazine (E www.macleans.ca) are highly 
recommended, as is subscribing to the eMarketer (E www.emarketer.com) online newsletter. 
Daily newspapers such as the Globe and Mail (2) www.globeandmail.com) and National Post 


(E www.nationalpost.com) are good up-to-date sources of business and marketing news. 


Marketing is an exciting area where change is the norm and being able to rise to the 
challenge is imperative. Learn the fundamentals through education and apply your 


knowledge by working in the industry. 


Summary...just the facts 


1 d ¢ The role of marketing is to focus on consumer needs and to generate revenue, profits, or support for an 


organization. 


Successful marketing focuses on customer needs and wants and developing programs that engage consumers and 
inspire customer loyalty. 


2 d ¢ The marketing mix, also known as the 4 Ps, consists of product, price, place, and promotion. 


Product refers to all the attributes that make up a good, a service, or an idea. Product elements include areas such as 
product design, product features, colour, packaging, warranty, and service levels. 


Price refers to what is exchanged for a product, including the expected regular retail or sale price. 

Place is the way in which your product gets to the customer, including the distribution channels, retail formats, and 
merchandising used to sell a product. 

Promotion refers to the tools needed to communicate with customers about a product, including advertising, public 
relations, sales promotion, direct response, event marketing, sponsorship, online approaches, and personal selling. 


3 d ¢ The marketing process follows three main steps: (1) identifying consumer needs, (2) managing the 


marketing mix to meet consumer needs, and (3) realizing revenues or profits. 


4 p ¢ A product in marketing can be a good, a service, or an idea. A good is a product you can touch and own. A 


service is a product that is intangible that you cannot touch. An idea is a concept that typically looks for support. 


5 y ¢ The evolution of marketing has progressed from a production orientation stage, to a sales orientation stage, 


to a marketing orientation stage, and finally to a relationship marketing stage. 


Important areas of the relationship marketing stage are customer relationship management (CRM) and corporate 
social responsibility (CSR). 


6 d e New and evolving marketing practices have surfaced in the areas of (1) digital marketing, including content 


marketing, mobile marketing, and social media marketing; (2) augmented reality; (3) experiential marketing; (4) 
influencer marketing; (5) partnership marketing; (6) metrics and analytics; and (7) new marketing regulations and 
ethical considerations. 

The Canadian Marketing Association (CMA), the professional body for the marketing industry, responds to 
legislative issues and sets guidelines on responsible marketing practices. 


7 d ¢ The starting point of a marketing career is to get an education and, while studying, to create a network of 


business professionals to contact upon graduation. Careers exist in sales, market research, advertising, promotions, 
marketing analytics, and brand management. 

The process of getting a job involves the same activities that marketing managers use to develop and introduce 
products and brands into the marketplace. The only difference is that you are marketing yourself, not a product. 


Key Terms and Concepts...a refresher 


analytics 

content marketing 
corporate social responsibility (CSR) 
customer lifetime value 
customer relationship management (CRM) 
customer value proposition 
dashboards 

digital marketing 
exchange 

experiential marketing 
good 

greenwashing 

idea 

market 

marketing 

marketing mix 

marketing orientation 
marketing process 

metrics 

mobile marketing 

need 

partnership marketing 
place 

price 

product 

production orientation 
promotion 

relationship marketing 
sales orientation 

service 

share of wallet 

social media 

social media marketing 
societal marketing concept 


strategic alliance 


target market 


want 


Hands-on... APPLY YOUR KNOWLEDGE 


Marketing Mix Assignment Hush has experienced success launching new products and connecting digitally with its 
customers. Review the opening vignette on Hush and then brainstorm a new marketing mix for a premium line of 
products designed for a premium customer segment. This could include: new forms of content marketing, social media 
marketing, mobile marketing, and partnership marketing. Outline the new marketing mix under the headings Product, 
Price, Place, and Promotion. 


Chapter Vignette... ACTIVITY 


This chapter’s opening vignette examines Hush's approach to marketing. Brainstorm in groups the idea of evolving Hush 
into an internationally recognized brand. What new products would you consider? What means of distribution need to 


be created? What role would culture play in your decision making? Would CSR be part of your plan? 


Marketing YOU 


The activities a Marketing Manager engages in to launch a product or service into the world are similar to the activities 
that successful students engage in when launching themselves into the world of work. 


How do you begin Marketing YOU? The path forward may be confusing. Maybe you have decided on a career but are 
not sure how to get there. You may be dreaming of a career that allows you to use your strengths to make a difference 
and that will also bring you financial security. How do you move forward? The key is to understand you—and that is 
something you already know about! With some reflection you can unlock additional self-understanding to guide you on 
your meaningful career journey. 


The ikigai framework is an approach that can help you uncover what is meaningful to you. /kigai (pronounced ee-key- 
guy) is a Japanese word that comes from the word iki, meaning life and the word kai, meaning the realization of hopes 
and expectations. The meaning of these two words together is roughly, a reason for being or a sense of purpose. 


The following Venn diagram is one interpretation of how you can uncover your purpose, or ikigai, by answering the 
questions in each of the four circles in the diagram. Where these four circles intersect could lead you to uncover your 
reason for being, guiding you as you decide on the next steps in your career journey. 


e Circle 1: What You Love 

e Circle 2: What You Are Good At 

e Circle 3: What the World Needs 

e Circle 4: What You Can Be Paid For 


1 
What You 


2 
What You A 
Good At 


3 
What the World 
Needs 


What You Can Be 
Paid For 


Throughout this textbook there are activities to help you discover your ikigai. There are steps to follow, questions to 
answer, and activities to complete that will reveal details you can add to your own ikigai diagram. Create your own ikigai 
diagram to capture your answers. The next chapters will walk you through ways to reflect on the questions from each of 
the ikigai circles. 


Let’s review the ikigai diagram in more detail. Circle 1, labelled What You Love, refers to your interests and passions, 
and the values you hold close. Circle 2 is labelled What You Are Good At and refers to your natural talents, skills and 
knowledge. Circle 3 is labelled What the World Needs and requires you to think about your most important concerns 
about the world and how your unique strengths and qualities might play a role in addressing them. Circle 4 is labelled 
What You Can be Paid For. This refers to identifying the skills and the well-paid jobs that will be in demand in the 
future. To achieve a meaningful career, having all four circles intersect is optimal. A meaningful career is one that allows 
you to do what you love, what you are good at, be well-paid to do it, and solves or addresses something that the world 
needs. 
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Here’s an example. Prerna is a marketing student who is drawn to a social issue that concerns her—the refugee crisis. 
She is aware of an organization called Choose Love that has pop-up stores that sell kids’ coats, winter boots, and 


sleeping bags. At the pop-up store, you choose what you wish to buy and then you “leave with nothing as each purchase 


you make is sent to someone that truly needs itO4 


Prerna realizes that the company has an engaging website and would employ digital marketers, graphic designers, and 
content writers. And those are the type of skills that Prerna is really good at and loves to do. Applying to work at Choose 
Love could be an opportunity for Prerna to bring her talents to an organization that aligns with her values. She could be 
paid to do what she loves and is good at, while working at an organization that is providing what the world desperately 
needs, lining up with her ikigai or reason for being. 


Activity: 

Rate your Career Clarity: 
e Unclear 

e Still Exploring 

e Pretty Certain 


Once you have rated your career clarity consider why you have selected the answer that you selected. Are you beginning 
your academic program and therefore still unclear? Are you exploring and taking different courses to identify the 
subjects you are interested in? Or are you certain of your career choice based on information you have already collected? 


Chapter 2 
The Marketing Environment 


Radharc Images/Alamy Stock Photo 


LEARNING OBJECTIVES 


1 P Explain the importance of an environmental scan and how it is used to improve marketing 
initiatives 

2 d Describe the elements of an environmental scan and summarize the trends affecting each area 

| LO Eq P Outline the current social influences that affect marketing approaches 

4 d Explain how changes in the economic environment influence consumer purchase behaviour 

5 y Discuss the technological developments shaping current marketing practices 

rogi Describe the different forms of competition and the regulatory forces that shape marketing 
decisions 

7 List the steps in an environmental scan 


CHAPTER OUTLINE 


= Canadian Broadcasting Corporation (CBC) 
= Marketing environment 
» Social forces 


= Economic and technological forces 


= Competitive and regulatory forces 


= Steps in an environmental scan 


CHAPTER FEATURES 


Ukrainian Consumers in Canada 


Ukrainian Canadians influenced consumption in Canada and continue to today. 


The Little Black Book of Scams 


The Competition Bureau helps consumers recognize and ultimately avoid scams. 


The impact of the external environment is a key component of the strategic planning process for most companies. This 
chapter focuses on understanding the marketing environment and how it provides marketers with direction on the 
development and marketing of new products, as well as the successful marketing of current products. We start by looking 
at the very rapid change in the external business environment for the Canadian Broadcasting Corporation (CBC). The 
CBC is a Crown Corporation, governed by the Broadcasting Act of 1991.1 The CBC's mandate includes being the 
country's public broadcaster that “informs, enlightens, and entertains.”2 


Nothing has had more impact on the CBC's business over the last few years than a monumental change in consumer 
media behaviour, choice, and consumption preferences. In 2021, adults over the age of 18 spent 5 hours and 26 minutes 
on digital media, as opposed to 4 hours and 44 minutes on traditional media. This gap is expected to continue to grow 
with more time being spent on digital media and less on traditional over the coming years. This is in stark contrast to the 
situation in the fall of 2012 where more people consumed traditional media, 6 hours and 34 minutes per day, than media 
on the internet, 2 hours and 34 minutes per day. What happens to a company when its major activities are affected by 
such a significant external shift?’ 
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Let’s look at the range of external factors that the CBC needs to consider, now and going forward, to be successful: 


Most common ethnic or cultural origins reported by the population, Canada, 2021 


Proportion of single responses: 


Less than 32.5% [H Between 32.5% [F More than 51.7% 


Note(s): The size of the bubble is in proportion to the number of total responses for a given ethnic or 
cultural origin. The colour of the bubble represents the proportion of single responses for a given ethnic 
or cultural origin grouped into tertiles. 

Source(s): Census of Population, 2021 (3901). 


Source: Statistics Canada, “Canadian tops the more than 450 ethnic or cultural origins reported by the population of Canada," 
www 150.statcan.gc.ca/n1/daily-quotidien/221026/g-b001-eng.htm. 


Social factors: The number of Canadian citizens and new immigrants continues to grow each year. However, the makeup 
of citizens is changing. The 2021 Canadian census reported that almost 1 in 4 respondents are, or have been, a landed 
immigrant or are permanent residents. This new immigrant increase is the largest amongst G7 countries and the highest 
in about 100 years. This shift is expected to continue. Estimates suggest that by 2041, half the Canadian population will 
be immigrants or children of immigrants, 40 percent will be part of a racialized group, and most of these individuals will 


continue to mostly settle in the large cities of Montreal, Toronto, and Vancouver.4 
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As demographic patterns change with additional new immigrants settling and growing families in Canada, so too will 
socio-cultural changes occur. Religious beliefs have shifted in Canada over the last 20 years. In 2001, 77.1 percent of 
Canadians identified as Christians while in 2021, that had fallen to 53.3 percent. A lack of religious affiliation has 
increased during that same period, from 16.5 percent to 34.6 percent. 


Ethnic and cultural origins are also not equally spread out across Canada. Different regions hold different proportions of 


cultural origins.» 


These changes have impacted the makeup of Canadian ways of knowing. This movement directly impacts the CBC's 
need to adjust its product mix to meet the demands of the changing population. 


Economic factors: Canadian spending levels are somewhat volatile, up one month and down the next. Overall household 
spending in 2021 outgrew the previous high in 2019. The downturn spending in 2020 was the result of the COVID-19 
pandemic. 


Although the pandemic limited overall spending in Canada, the success of the media economy continued to remain 
stable. Growth was seen in digital media such as music/video services, online gaming, and online advertising. In fact, 
media giants in the GAFAM+ group (Google, Amazon, Facebook, Apple, Netflix) increased revenue between 2019 and 
2020 from $9.4 billion to $10.9 billion.” 


Technological factors: With the proliferation of smartphones and the Internet, consumers no longer want to wait for 
television programs to be released one episode at a time. Rather, they are binging television series in sequence. About 75 
percent of Canadians admit to binge watching a series—that is, watching two or more episodes of a TV show in one 
sitting. Consumers are also developing their own content. A smartphone and a computer are all people need to create 
their own material. The days of relying solely on large studios and immense budgets to create appealing content are 


over. 8 


Competitive factors: 


The use of over-the-top (OTT) technology has permeated the broadcasting landscape. OTT refers to consumers accessing 
content via the Internet or through mobile applications. Netflix and Amazon Prime, for example, are over-the-top 
providers. These companies do not pay broadcasters, such as the CBC, to play their programs on traditional television. 
In fact, users, have been abandoning traditional television subscriptions for these OTT options. In 2019, there were 8.7 
million pay-for-TV households in Canada. That number is expected to fall to 7.4 million by 2023. OTT user penetration 
was expected to reach 89.1 percent by 2022.9 


Regulatory factors: The CBC is governed by the Broadcasting Act of 1991. This act outlines the mandate of the CBC and 
allows for the Canadian Radio-television Commission to regulate the public broadcaster. Funding comes directly from 
the government and other revenue generating initiatives. The government gave the CBC $1.4 billion in 2021, with $500 
million coming from other revenue sources. Government funding, however, is decided based on the budget of the federal 
government in power. Thus, a change in government may lead to increases or decreases in revenue for the cpc.10 


In 2022, the Government of Canada proposed the Online Streaming Act to update the Broadcasting Act. This act takes 


into account the changing media landscape and the need to regulate online streaming similarly to other traditional 


content. The act aims to include more diverse content and Indigenization.!! 


THE SHIFT AT THE CBC 

The CBC released a new strategic plan led under then newly appointed President and CEO Catherine Tait. The strategic 
plan focused on 5 pillars: 

1. Customized digital services 

2. Engaging with young audiences 

3. Prioritizing local connections 

4. Reflecting contemporary Canada 


5. Taking Canada to the world!2 


These five pillars, working together, were designed to address some of the changes in the CBC's external environment. 


On the digital front, CBC launched CBC Gem, a streaming platform, similar to Netflix, that allows Canadians access to 


on-demand and live programming. They also developed Mauril—a mobile app that helps people learn French and 


English. !3 


For young audiences, CBC partnered with ABC, the Australian public broadcaster, to fund new animated projects in 
Australia and Canada. The CBC has also given educators access to Curio, an educational resource. This platform allows 
teachers to leverage thousands of hours of audio and video, organized based on school program, to use as part of their 


students’ learning experience. /4 


In April 2022, CBC announced an investment in local journalism by posting 14 journalism jobs across Canada. As part 


of that initiative, the CBC was looking to hire two Indigenous journalists, one in Saskatchewan and one in Manitoba. 15 


To reflect contemporary Canada, CBC Manitoba launched CBC Pathways. This program helps train emerging diverse 
journalists who do not have experience in a newsroom or formal journalistic training. The broadcaster has also 
developed viewer content reflecting the history of different peoples. For example, The Village: The Montreal Murders, was 
released in 2022. This podcast explores the murder of 17 gay men in the early 1990s and the impact on the Queer 
community of Montreal. !® 
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Finally, CBC's globalization strategy includes partnerships with international broadcasters. In 2022, the CBC and BBC, 


the British Broadcasting Corporation, announced a collaboration developing three original podcasts. The goal of this 


collaboration is to create exemplary quality content for users across the globe. !7 


reality CHECK @@® 


As you read Chapter 2, refer back to the CBC vignette to answer the following questions: 
e Which major environmental changes have impacted the CBC? 


e What new services do you think that the CBC should offer to continue to meet consumer needs? 
What current services should they cease? 


The Marketing Environment 


1 y Marketers and consumers do not function in a vacuum, and marketers 
understand that successful marketing programs must reach out and address changes and new 
opportunities in the marketplace. In the CBC example highlighted in this chapter’s opening 
vignette, the combination of a significant increase in the use of digital media and a changing 
Canadian demographic landscape created a big threat to the continued relevance of the CBC 
for many Canadians. 


With traditional competitors such as GlobalTV and CTV, as well as nontraditional 
competitors such as Netflix and Amazon Prime, adjusting to meet these new demands, CBC 
had to forge a new path. To serve its changing audience, CBC required a larger variety of 
diverse programming and new ways to access it. This evolution is changing the public's 


perceptions of the CBC and altering CBC's place in Canadian culture. 
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CBC Gem is a streaming service launched to compete 
with Netflix and Amazon Prime. 
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Marketers constantly monitor the marketing environment with a view to capitalizing on new 
opportunities and curtailing potential threats that may challenge their businesses. In short, 
marketers scan the marketing environment in five key areas: (1) social forces, (2) economic 
forces, (3) technological forces, (4) competitive forces, and (5) regulatory forces. This 
chapter looks at developments in these areas, providing a variety of examples that 
demonstrate how noting and responding to these changes can result in more effective 


marketing programs. 


The environmental scan is an important tool that is part of the strategic planning process and 
is part of the situation (SWOT) analysis that organizations conduct on a regular basis. The 
external environment must be considered along with the organization’s internal strengths and 
weaknesses. 


© Successful marketing programs must reach out and address changes and new opportunities in the 


marketplace. ?? 
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Situation (SWOT) Analysis 


The essence of situation analysis is taking stock of where the firm or product has been 
recently, where it is now, and where it is headed in terms of the organization’s marketing 
plans and the external forces and trends affecting it. An effective summary of a situation 
analysis is a SWOT analysis, an acronym describing an organization’s appraisal of its internal 


Strengths and Weaknesses and its external Opportunities and Threats. 

The SWOT analysis is based on an exhaustive study of four areas upon which the firm builds 
its marketing program: 

e Identify changes and trends in the organization’s industry. 

e Analyze the organization’s current and potential competitors. 

e Assess the organization itself, including available resources. 


e Research the organization’s present and prospective customers. 


The task is to translate the results of the SWOT analysis into insights that inform specific 
marketing actions. The ultimate goal is to identify the crucial strategy-related factors that 
impact the firm and then build on vital strengths, correct glaring weaknesses, exploit 
significant opportunities, and avoid disaster-laden threats. 


An Environmental Scan 


2 d An environmental scan is the process of continually acquiring information on events occurring outside an 
organization and to identify external trends. These trends may be opportunities or threats to a business. Marketers use this 
knowledge to ensure that goods, services, and ideas are relevant and meaningful in conjunction with the external 


environment in which the organization operates. 


An environmental scan is often the first step in developing a more extensive SWOT analysis. A SWOT analysis (Strengths, 
Weaknesses, Opportunities, and Threats) is discussed in more detail in (S’ Chapter 15, but in simple terms, it involves 
assessing how well a company is servicing its businesses and/or consumers by assessing an organization’s internal strengths 
and weaknesses, as well as its external opportunities and threats (from an environmental scan). 


This information is then used to set the future direction for a business and to lay the groundwork for competitive marketing 
programs. An environmental scan looks at five key external areas, namely social forces, economic forces, technological 
forces, competitive forces, and regulatory forces. The figure below addresses how external forces impact your organization 


and that of your suppliers and customers. 


Figure 2-1 The interaction of the external environment with the organization, customers, and 
suppliers 


Organization 


0 + Marketing department 
Suppliers + Other departments Bal Customers 


+ Employees 


An Environmental Scan of Today’s Marketplace 


What trends might affect marketing in the future? A firm conducting an environmental scan of the marketplace might 
uncover a number of key trends—from the growing popularity of online influencers, to the increasing application of virtual 
reality and augmented reality, to the surging scrutiny regarding the collection and use of consumer data. 18 These trends 
affect consumers and the organizations that serve them. External trends similar to these are described in the following 


discussion of the five environmental forces. 
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Social Forces 


The social forces of the environment include the demographic characteristics of the population and its culture. Changes in 
these forces can have a dramatic impact on marketing strategy. 


Demographic Forces 


| LO Fea J The statistical study of populations is referred to as demographics. It looks at characteristics of a group of people, 
such as gender, age, ethnicity, income, education, and occupation. Marketers can access demographic information through 
Statistics Canada and through surveys and external databases. It is important for marketers to clearly understand changes 
that are occurring in the demographic arena to ensure that marketing efforts are well placed and opportunities are not 
overlooked. 


Statistics Canada provides demographic data through its census information, which is collected every five years. The latest 
Census of Canada occurred in 2021 and it shows that the Canadian population is growing while also aging. In fact, Canada 
is the fastest growing nation of all those in the G7. Populations are increasing in city centres. And an increase in population 


growth is being seen in the Maritimes. Please see ea Figure 2-2 for the Canadian population distribution based on age 


cohorts.1? 
Figure 2-2 Age pyramid of the Canadian population 
Age pyramid of the Canadian population (2021) 
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Source: www12.statcan.gc.ca/census-recensement/2021 /as-sa/98-200-X/2021003/98-200-X2021003-eng.cfm 


AN AGING POPULATION 


The 2021 Census of Canada shows that Canada is populated by approximately 37 million people. There has been a 
significant growth in the population over the age of 65. For the second time in census history, the population over the age of 
65 (7 million) outnumbers children under 14 (6 million). In addition, seniors represented 19 percent of the population in 


2021 compared to 16.9 percent in 2016.29 


Government agencies and marketers are taking note of these demographic changes and determining the needs of the aging 
market. Hospitals, for example, are reviewing the need for more orthopedic surgeons to conduct joint replacement surgeries; 
the health care industry is reviewing its home support service policies; and marketers of personal care items are creating 
more products for an older population, such as face creams that reduce the signs of aging, medicines such as Tylenol 
Arthritis Pain to relieve painful joints, and a large variety of vitamins and herbal supplements to maintain health. 


DIVERSE GENERATIONS 


A generation is a group of people who are bound together by similar events that they experienced as they grew up. Marketers 
note four main generational groups of consumers: Baby Boomers, Generation X, Generation Y (or millennials), and 
Generation Z. The definitions describing when these generations start and stop vary by publication and researcher. Keep in 


mind that although the specific birth dates are inconsistent depending on the source, the characteristics of each generational 
group are still consistent and relevant. 
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Baby boomers are the generation of people born between 1946 and 196 As of 2021, they make up 21.9 percent of the 


Canadian population—compared to 41.7 percent in 1966. This shrinking population is still the largest cohort in Canada; 


however, it is diminishing due to the passing away of boomers and increased immigration in younger cohorts.22 


Baby boomers are redefining the concept of aging with a keen interest in health and an active lifestyle. Many boomers act 
and feel many years younger. Baby boomers are generally well educated, culturally diverse, and possess technological 
prowess. Boomers have been known to be brand-loyal customers. 


There are many lifestyle decisions being made and to be made for baby boomers: they will have more leisure time; they will 
probably downsize their homes; and they will have to deal with an increasing number of health issues over time. Marketers 
have noted these changes in lifestyle and are developing products that address these needs, such as larger smartphone 
screens, educational vacations, and luxury retirement homes. 


Baby boomers increasingly use digital technology to communicate with others and conduct research. A report conducted by 
Media Technology Monitor concludes that baby boomers in Canada are adopting new technology, although at a slower pace 
than younger Canadians: 67 percent of boomers use smartphones compared to 88 percent of younger Canadians. When it 
comes to connectivity, 75 percent of baby boomers connect to the Internet with their devices versus 92 percent of younger 


Canadians.24 


Generation X is the group of people born after the baby boomers, between 1966 and 1980. In Canada, this generation 
numbers 7.1 million; 21 percent of the total Canadian population. This generational cohort is smaller than the baby boomer 
or Generation Y/Millennial cohorts. These consumers are highly educated, most of them have children, and most are 
employed (mainly full time).2> They are more likely to have household incomes higher than $100,000 per year. 


Nearly one quarter (23 percent) of Generation X respondents reported not being born in Canada. The high earning power of 
Generation X allows them to be more experimental with technology. As a result, 90 percent own a smartphone, two-thirds 
own a tablet, and 84 percent own a laptop. They are also more likely to own wearable technology, with 21 percent owning a 
Fitbit. They tend to be knowledgeable consumers, searching for good value in their purchases. They like to use the Internet to 
make purchases. They prefer to use the same brand rather than try new ones. Once you build a relationship with Generation 
X consumers, they remain loyal. They are less prone to materialism and extravagance than baby boomers. Generation X is 
becoming a key influence in the market. 26 


Generation Y or Millennials describes people born between 1981 and 1996. These are mostly children of baby boomers. They 
number 7.9 million and account for 21 percent of the Canadian population. Music, video games, sports, and computer 
purchases are key products developed to meet the needs of this demographic group. In time, this generation is expected to 
become as influential as their baby boom parents. People in Generation Y are often casually referred to as Millennials. The 
millennials are highly influenced by Internet technology and are molding society with their effortless integration of digital 


technology into all aspects of their lives.27 


Members of Generation Z were born between 1997 and 2012. This cohort represents 18.2 percent of the population. They 
were born into an online world with social media, extensive connectivity, and multiple devices. They do not know what life is 
like without technology. They believe they can change the world and expect to work longer and harder in order to become 
successful. They are frugal and do not buy premium brands. They comparison shop and actively critique online. They are 
used to getting things from social media and technology whenever and wherever they want, resulting in less patience and the 


expectation of immediate gratification.28 


Each of these four generations has very different tastes, consumption patterns, and attitudes. For each generation, marketers 


need to develop distinct marketing programs, products, and services. For example, each of these generations uses the media 


quite differently, and marketers have to carefully select which communication tools should be used. CBC is focusing on how 


to engage younger generations with different media consumption patterns. 
BIG-CITY GROWTH 


Canada experienced a lull in population growth during the pandemic: 0.4 percent in 2020 after a high of 1.6 percent in 2019. 
Since the pandemic, growth has rebounded and projections suggest that Canada will reach a population of almost 57 million 
by 2068, primarily through immigration. Boosted by immigration, big cities continue to grow faster than rural areas, with 
73.7 percent of Canadians living in one of Canada's big urban centres. Urban spread also grew during the pandemic with 


more people moving to the suburbs.2? 
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Canada prides itself on being a multicultural country. Recent surveys from Statistics Canada show that 71.1 percent of the 
nation’s growth between 2016 and 2021 was due to the arrival of immigrants and nonpermanent residents. Canada admitted 
405,000 new immigrants in 2021 and is predicted to reach 500,000 per year by 2025. These new immigrants are targeted to 
move to locations with the highest needs through the Atlantic immigration program and the Rural and Northern 
Immigration Pilot. Between 2016 and 2021, 62 percent of new immigrants arrived from Asia and the Middle East. This 


number continues to grow while European immigration contracts.30 


The increase in immigration has reinforced the linguistic diversity of Canada. In the 2021 census, 450 mother-tongue 
languages were reported (other than English and French). The most spoken languages are Arabic, Tagalog, Mandarin, and 


Punjabi. >! 


This multicultural mix creates an interesting array of opportunities for marketers. In fact, many companies in Canada have 
recognized the potential impact of multicultural marketing strategies. Specific ethnic groups have their own particular 
interests and habits, which can be addressed in unique ways. TD launched the Ready for Anything Mortgage with advertising 
targeted to Desis—Indian, Bangladeshi, and Pakistani individuals living abroad. In this campaign they focused on the ability 
of customers to pay off their loan more quickly. Culturally, this group appreciates not having debt and would prefer to repay 
it as fast as they can. In one TV spot, a gentleman is seen receiving a financial gift from a family member and is excited about 
now being able to pay off his mortgage. This campaign ties directly into the cultural differences and values of Desis and 


appropriately positions the product to meet their unique needs.’ 2 


66 Canada prides itself on being a multicultural country. ?? 


Marketing Matters 


Ukrainian Consumers in Canada 


Did you know that Ukrainians have been part of the Canadian population since 1891? In fact, 150,000 Ukrainians 
settled, mostly in the prairie provinces, Alberta, Saskatchewan, and Manitoba, between 1891 and 1914. Since that 
initial influx, three more waves of Ukrainians came to Canada—two waves after the two world wars and another 
after the dissolution of the Soviet Union. More recently, Canada developed measures to support Ukrainians 
fleeing after the Russian invasion of 2022. As of November 2022, over 100,000 Ukrainian refugees entered 
Canada. 


As of 2016, 54.9 percent of individuals of Ukrainian descent live in either Ontario or Alberta. The remainder are 
mostly spread out across Manitoba, Saskatchewan, and British Columbia. Third-generation Canadians represent 
73.9 percent of that number, and 9.1 percent were foreign born.? 


Ukrainian Canadians have a rich history of preserving and spreading their culture in Canada. In 1971, the 
Ukrainian Cultural Heritage Village was founded in east central Alberta. This village is the largest Ukrainian 
settlement outside of Ukraine. Here, 40 buildings have been moved and restored to recreate a Ukrainian pioneer 
settlement. In this space, actors play classic roles and visitors can attempt to use old-style tools to do daily 
chores. Ukrainians and non-Ukrainians alike visit to tap into a culture from another time.© 


The Ukrainian Cultural Heritage Village invites Canadians to explore the 
Ukrainian element in Canada's past 


Peter Carroll/Alamy Stock Photo 


The Ukrainian Church was extremely important to the settling of Ukrainians in Canada. Historically, many 
communities built churches—even before they built solid structures for their own homes. These churches served 
as community centres for newcomers and their offspring. As time went on, however, many of these churches 
have lost their large parishes. As community members and donations subsided, so, too, did many churches. They 
fell into disrepair and many needed to be demolished.4 


In Glendon Alberta, northeast of Edmonton, stands a giant vereniki (also known by its Polish name: pierogi). This 
27-foot structure is a symbol of how this simple food, dough filled with meat, potatoes, cheese, or other Ukrainian 
staples, helped change Ukrainian Canadian commerce. This food was sold to fundraise for churches and to make 


a living for many families. Today, boxes and bags of vereniki are sold in many grocery stores for all Canadians to 
a) 
enjoy. 


Vereniki statue in Glendon, Alberta 
Rick Rudnicki/Alamy Stock Photo 


Questions 
1. As more Ukrainians come to Canada, what strategies can retail stores adopt to attract more Ukrainian 
shoppers? 


2. What other industries do you believe should target Ukrainian consumers? 


WORLD MARKETS 


The world’s population has reached over 7.9 billion people, with Asia accounting for over 59.5 percent of the total global 
population. China is home to 1.42 billion people and India is home to almost 1.41 billion people. Canada ranks number 39 
on the list of most populous countries in the world. One of the major opportunities for future expansion is into foreign 
markets. The sheer size of these countries presents an enormous opportunity for growth. 


Five Largest Countries (population in millions, as of 


2022) 


China 1,425.9 
India 1,417.2 
United States 338.3 


Indonesia 275.5 
Pakistan 235.8 


Source: World Population Review, “Total Population by Country 2022,” (https://worldpopulationreview.com/countries (accessed November 2022). 


CHANGING HOUSEHOLD COMPOSITION 


In Canada, the composition of households has changed significantly. For the first time, the dominant household structure is 
the one-person household, surpassing couples with children. This shift has been driven by an aging population, an increase in 
the economic independence of Canadians, and an increase in separation/divorce rates. In addition, Canada has seen a 
growth in the number of couples living without children, the number of common-law relationships, the number of same-sex 


couples, and the number of multigenerational families.24 


Culture 


MEDIA 


Device Connectivity 


Almost 99 percent of Canadians use the Internet and more than 96.5 percent use mobile data. Consumers’ widespread use 
of the Internet, and their ability and desire to access it numerous times throughout the day and on multiple devices, is 
changing the way marketers relate to and communicate with consumers. This is also altering how people communicate and 
interact with each other, impacting social norms within our society. In Canada today, we find a society that increasingly 


relies on electronic communication rather than face-to-face interaction.2> 


The proliferation of devices and connectivity means that many shoppers will access information about a product from social 
networks, product reviews, and online stores on mobile devices. This has resulted in a practice known as showrooming, the 
use of mobile devices in store to check competitive online product reviews and prices and to then purchase the cheaper 
product online. Best Buy enacted a lowest price policy to combat showrooming. Best Buy guaranteed it would match the 
price of local and online retailers, so customers would be encouraged to buy while in the store. Recently, reverse 
showrooming has become popular. Customers tend to do a lot of research on a product before heading to the store, and 


then, armed with all the information they need, they purchase from the store.36 
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Social Media 


Social media is no longer only a platform for people to stay in touch with friends. Social media sites allow consumers to 
express their opinions about products, to conduct research before making a purchase, and to communicate directly with 
companies. Marketers must use social media to speak to consumers. Brands need to have Facebook pages, TikTok accounts, 
Instagram accounts, Snapchat accounts, X (formerly Twitter) feeds, and YouTube channels to build relationships with 
customers and manage their brands in an open communication forum. 


TikTok allows companies to connect with customers through short video snippets. Facebook engages consumers with ads 
and offers, Twitter connects with newsworthy updates and by responding to customer questions, and YouTube is used for 
posting engaging videos, brand advertising, and how-to content. 
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The Social Media Hub out of Toronto Metropolitan University indicates that the social networks most used by Canadians are 
Facebook, YouTube, Instagram, and TikTok (see (“ Figure 2-3). About 31.8 million Canadians use an average of six 
different social media platforms for an average of just under two hours daily. The top reasons people say they use social 


media are to keep in touch with friends and family, to pass spare time, and to read the news. Facebook usage continues to be 


the highest in the country with Twitch and Reddit being popular for younger Canadians.>/ 


Figure 2—3 2022 Canadian social media usage statistics 


Which social media platforms do you use most regularly? 
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Source: https://canadiansinternet.com/2022-report-social-media-use-in-canada- 
statistics/#:~ :text=76.9% 20percent% 200f%20Canadians% 20use,dropped% 207% 20percent%20from%202020 (accessed November 9, 2022). 


TV and Video Viewing 


Canadians are highly engaged with TV and video viewing. While these data are changing rapidly, when it comes to TV, 
Canadians currently watch an average of 21.8 hours per week of television, though this number has been steadily declining 


over the last few years. Younger viewers are watching less than the average (under 15 hours), while older viewers are watching 
35.9 hours per week. This is at least partially due to online streaming of content. Cord cutters are people who decide to 
cancel cable or satellite TV and focus on online viewing. It was estimated that by the end of 2022 less than 50 percent of 


Canadians would have pay TV, but the jury is still out.> 8 


When it comes to online content, Canadians spend the majority of their time on television programming, news, music, and 
games. 3? Canadian Netflix viewers are expected to surpass 18 million by the end of 2022. The video-streaming market has 
expanded to meet consumer demand: Bell launched Crave TV, Apple TV is available, and Amazon's streaming site is 
Amazon Prime. The ability of streaming services to provide entire seasons for viewing on demand is promoting a new form 
of viewing, binge watching (popular among the 18- to 34-year-old demographic). This is where consumers watch episodes of 
complete or partial seasons over a few days. Social TV is an industry term that refers to viewers watching live TV while 


adding comments on social networks.40 


FOOD CONSUMPTION 


Canadians are increasingly concerned with what they eat. The rise in chronic diseases in Canada has focused attention on 
the need for healthier food choices. As a result, there has been increased pressure put on food suppliers, the industry, and the 
government to ensure transparent labelling. Consumers want to have clarity around the definitions of food claims, such as 
low-fat and fat-free, and they want to be aware of the health implications of the food they are purchasing. 4! Even Kraft 


Dinner has eliminated artificial preservatives and colours.42 
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Consumers are switching from processed fruits and vegetables to fresh products. This trend has caused a shift in the frozen 
food segment, with marketers focusing on the freshness and nutrient value of their frozen products.4> In an effort to eat 
healthier and fresher food, Canadians are also buying local—38 percent of Canadians always or often purchase locally, and 47 
percent sometimes do the same. There has been steady growth in the demand for products to meet specific dietary 
requirements, such as gluten-free, ketogenic, lactose-free, and sugar-free (diabetic) foods. Thousands of products have been 
launched in the “food intolerance” segment. Companies such as Smart Sweets focus on reduced sugar products, but even 


private brands, such as the Compliments label from Sobey’s, carry a wide range of fresh and processed gluten-free options.44 


SWEET CHEWS" 


INDIVIDUALLY 
WRAPPED! 


Sugar reduced products are proliferating in the market. 


© 2023 SmartSweets 


Ethnic foods continue to be popular with Canadians and, in fact, have become mainstream. Most supermarket chains have 
food aisles with Asian, South American, European, and Caribbean products. When it comes to ethnic foods, consumers in 
Canada are exposed to a wide variety of international meals from friends, families, restaurants, and multicultural 
communities. This variety trickles down to the foods people enjoy and wish to purchase. Marketers note these trends and 
develop products geared to evolving palates. Examples are Patak’s, which markets a full line of Indian sauces in mainstream 
supermarkets, and Club House, with its blends of spices and seasonings that include Thai, Greek, Cajun, and Indian Masala 
varieties. 


Consumers are demanding more prepared food and ready-to-eat meals. But they are not looking for frozen dinners or fast- 
food takeout; they want a variety of fresh and delicious meals. The ready-to-eat meal segment reached US$6.36 billion in 
2022 and is expected to grow by 5.51 percent annually until 2027. Chains such as Loblaw have added hundreds of new, fresh 
dishes across its locations in Canada. The segment is rapidly growing with customers choosing the convenient fresh meal 
options over fast-food restaurants. We also see a recent influx of gourmet meal delivery services that deliver fresh ingredients 
and recipes to your door for you to prepare and cook. These services can provide very specialized vegan, gluten-free, or 
otherwise customized meals, decreasing shopping time, while providing the healthy and fresh options that consumers want. 
Easy, fresh, convenient, and customized—that is what Canadians want!45 


GENDER ATTITUDE AND ROLES 


One of the most notable cultural changes has been in the attitudes and roles of men and women in the marketplace. Some 
companies are moving away from traditional gender norms to avoid gender stereotypes. Disney has removed gender labels 
from its Halloween costumes. Fashion leader Zara introduced a line of ungendered clothing which includes sweatshirts, T- 
shirts, trousers, and shoes, and Calvin Klein introduced fragrance CK2 for women and men. Gender-neutral or gender 


bending advertising is also becoming more common such as rapper Lil Nas X being named the face of YSL Beauty. 46 


YSL Beauty is making changes to appeal to men as well as women. 


Zamar Velez-YSL Beauty/MEGA / Newscom/GWGLA/Newscom 


HEALTHY LIVING FOR AN AGING POPULATION 


With a large aging population, there is an ever-increasing consumer interest in maintaining and improving health. This 
interest includes healthy eating and exercise, as well as living a holistic lifestyle. This trend is particularly influential for baby 


boomers. Statistics Canada estimates that by 2036, 25 percent of Canadians will be over 65, and so this trend is expected to 


continue for many years to come.47 


Fitbit monitors activity, eating, and sleep patterns. 


Kelvin Wong/Shutterstock 
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Companies are responding to this shift in the environment by modifying their products to make them healthier and by 
creating new products and services that address concerns related to health, nutrition, obesity, and associated medical 
conditions. This interest in healthy living extends into a variety of sectors, such as technology, food, pharmaceuticals, 
clothing, and travel. These sectors are developing products and applications that address these trends. One very successful 
example is the Fitbit, a wristband activity tracker that monitors your movements, sleeping patterns, and heart rate. The Fitbit 
app for your smartphone or tablet tracks your data on a dashboard, and its connectivity allows users to challenge friends to 


fitness competitions and to track performance. 48 


€66 There is an ever-increasing consumer interest in maintaining and improving health.?? 
ETHICAL CONSUMPTION 


Canadians show a keen interest in being less wasteful by making choices that do not negatively impact the environment and 
by supporting businesses that adhere to ethical business practices. Seventy-one percent of Canadians identify as sustainable 
consumers with 82 percent believing their personal actions have a global impact. Green consumers are those buyers who 
consider the environmental impact of every purchase they make. However, with a variety of environmental certifications, eco- 
labelling options and numerous products making green claims, Canadians are confused and skeptical at the point of 
purchase. Retailers have adopted “green” aisles in their stores to highlight their eco-friendly products and to capture green 


customers in a focused shopping environment.4? 


Critical Thinking for Marketing 


1. What is meant by “cutting the cord”? 
2. What are the marketing implications of diversity in Canada's population? 


3. How are important values such as health, fitness, and environmental awareness reflected in the marketplace today? 


Economic Forces 


4 d The economy is another area in an environmental scan that marketers need to consider. The ability of a consumer 
to purchase a product is what interests marketers, and with the global economy being interconnected, this area has become 
even more difficult for businesses to forecast. When the economy experiences a significant downward turn, customer 


confidence wanes, resulting in delayed or cancelled purchases of unnecessary or higher-priced items. 


As the demand decreases, people lose their jobs or have hours cut back. This results in lower household income, again 
negatively impacting consumers' ability and desire to purchase. If people become unemployed they will likely defer the 
purchase of a new car and concentrate purchases on life’s necessities. Conversely, an upswing in the economy can result in 
greater confidence and an increase in spending power. 


Marketers need to recognize how the economy affects the purchase behaviour of their target markets. Some products, such as 
camping gear, thrive in a poor economy, with consumers wanting to take less-expensive and close-to-home vacations. While 


new automobile sales will decline in a poor economy, services such as automobile repair thrive.» 0 


The economy consists of macroeconomic forces and microeconomic forces. Macroeconomic forces refer to the state of a 
country’s economy as a whole. Indicators of strength and weakness should be on marketers’ radar screens so that they can 
react quickly to changes that affect their consumers. A country’s key economic indicators are its economic growth rate 
(usually measured by the change in gross domestic product), its inflation rate, and its unemployment rate. Consumer 
confidence is also an important indicator of the economy’s health, showing how people feel about their long-term economic 


prospects. 
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A country’s gross domestic product (GDP) is the total dollar value of all goods and services produced in a country within a 


specified time period. GDP is normally a fairly accurate indicator of the economic health of a country.>! 


Canadian GDP in USD from 2018 to 2021 (in billions) 


2021 $1,990.73 
2020 $1,645.42 


2019 $1,742.02 
2018 $1,725.33 


Macrotrends.net, "Canada GDP 1960-2022," www.macrotrends.net/countries/CAN/canada/gdp-gross-domestic-product (accessed November 11, 2022). 


Another key economic indicator is inflation, a period when the cost to produce and buy products and services gets higher as 
prices rise. From a marketing standpoint, if prices rise faster than customer income, customer purchasing power decreases. 
This means that customers will generally buy less of certain product categories. 


A recession is a time of slow economic activity within two consecutive periods of negative growth. During recessions, 
production levels decline, unemployment levels rise, and many customers have less money to spend. At these times, they 
tend to focus their spending on life’s necessities. 


Interest rates can affect customer spending. If interest rates are high, people may lean toward saving money and earning 


higher interest. Conversely, when interest rates are low, people may be more inclined to spend and borrow money.>2 


Unemployment rate measures the share of the labour force that is unemployed. When unemployment is high, spending can 
decline due to the uncertainty of future income. 


A country’s business cycle fluctuates between different levels of growth depending on the state of the economy, international 
economic factors, and global pressures. Marketers keep apprised of a country’s key economic indicators—economic growth 
rate, inflation rate, and unemployment rate—to understand whether to expect a downturn or upswing in the economy. Based 
upon the projected economic climate, marketers may adjust marketing programs to maximize business results. 


Microeconomic forces directly refer to the supply and demand of goods and services and how this is impacted by individual, 
household, and company decisions to purchase. A marketer needs to be alerted as to how these areas affect customer buying 


power. Here are some terms you need to know (see [F Figure 2-4): 
e Gross income: This is the total amount of money made in one year by a person, household, or family unit, before taxes. 


e Disposable income: This is the after-tax income that customers have left for spending and savings. Typical ongoing 
purchases are for rent, clothing, and transportation. If taxes rise at a faster rate than income, customers have less 
disposable income with which to pay the bills. 


e Discretionary income: This is the income a customer has left after paying taxes and for necessities such as food, shelter, 
and clothing. This income is used for discretionary purchases that are not deemed a necessity. Examples include going to a 
movie, eating at a restaurant, or going on vacation. 


Figure 2—4 Three levels of consumer income 
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Technological Forces 


LO 5 d Changes in how consumers use technology must be understood by marketers. Marketers need to know not only 


what new inventions are coming on the scene but also how consumers are integrating technology into their lives. 


Technological forces refer to inventions or innovations that stem from scientific or engineering research. Each new wave of 
technology can replace existing products, and companies need to be aware of technological changes to ensure that products 


do not become obsolete. 


Marketers are challenged to keep up with technological advances such as 


robots in retail environments. 
Michele D'Ottavio/Alamy Stock Photo 
Technology of Tomorrow 


Technological change is the result of innovation and research, so it is difficult to predict. Some of the most dramatic 


technological changes occurring now, however, include the following: 


« New authentication technology based on facial recognition and fingerprint recognition will improve transactions by 
eliminating passwords. 
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- Digital ledger technology, or blockchain, will facilitate instant and efficient digital advertising by connecting advertisers 
directly with media platforms. 


e Smart speakers, digital assistants, and artificial intelligence will combine to become convenient, knowledgeable, and 
always-available purchase influencers. 


« Wearable technology will evolve from fitness monitors to health and wellness devices that provide remote monitoring, 
digital therapeutics, and even personalized healthy behaviour guidance. 


Some of these trends in technology are already being realized in today’s marketplace. The Olympics, for example, uses facial 
recognition technology to reduce congestion in waiting lines. IBM has partnered with [F Salesforce.com to use artificial 
intelligence to enhance Salesforce’s customer service software. Apple introduced a watch with electrocardiogram (ECG) 
capability. Other technologies, such as Google’s Cloud Storage service, Slack’s communication software, and Nest’s 
doorbells, are likely to replace or become substitutes for existing products and services such as hard-drive storage, email, and 
security cameras.» 
Today, technologies have advanced to allow computer chips to be placed in almost anything and to be connected to a 
network almost anywhere. This network of products embedded with connectivity-enabled electronics has come to be known 
as the Internet of Things (IoT). The information generated by the Internet of Things has led to an explosion in interest in 
advanced analytics that can predict consumer preferences and behaviour. In Canada, data analytics and big data expenditure 
surpassed $2.64 billion in 2020. This expenditure is expected to grow by 10 percent yearly until 2025. Firms that have grown 


their revenues through analytical insights include Netflix, Google, Amazon, Dell, and eBay.>4 


6€ Marketers need to know how customers are integrating technology into their lives.?9 


Let’s look at some of the latest data on Canadians’ use of technology that marketers need to note: 


e Ecommerce: Online spending reached $66.92 billion in 2022 and is expected to grow to $103.6 billion in 2025; 75 percent 


of Canadians shopped online in 2022; 75 percent of Canadians plan to buy more domestically in the coming year. >S 


«+ Cloud-based services: “The cloud” simply refers to Web services and storage that reside on the Internet, rather than on a 
local computer. Examples of cloud-based services are Google Apps (used for mail, documents, messaging), Blogger for 
blog creation, Dropbox for document storage, Google Analytics or Salesforce.com for online measurement, and Facebook, 

YouTube, Instagram, and Twitter to share videos, photos, or links.56 
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e Privacy: Canadians are concerned about privacy, with 92 percent worried about hackers and the potential loss of their 


personal information.>/ 


« Music: As of 2021 Canadians regularly streamed well over two billion songs a week—a 12 percent increase compared to 
2020. Streaming occurs on platforms such as Spotify, Amazon, and Apple Music. Revenue was projected to reach US$225 
million by the end of 2022 but there is no clear verdict if that was reached.58 


e Online video: As of 2022, it was expected that 28.4 million people would be watching digital video in Canada, which 
equates to more than two-thirds of the population. ^? 
. Computers: Despite the increased usage of new devices (smartphones and tablets), computers, including desktops and 
laptops, still account for 57 percent of Internet traffic. 


- Smartphones: Ownership of smartphones is rapidly increasing in Canada, where smartphone penetration has reached 90 


percent and continues to climb. Smartphones are used for everything on the go, with usage including taking photos, 


messaging, social networking, watching videos, listening to music, conducting searches, using apps, and playing games.°! 


« Mobile payments: Canada is among a top tier of countries where proximity mobile payments have become a common 
method of transacting in retail stores. Built on a solid installed base of contactless terminals nationwide, the ability to tap 
and pay with a card or phone has become the norm. As of 2022, only 34 percent of Canadians do not want to use Mobile 


Payments at all; 26 percent want to use it in all situations.” 


The last two decades have seen disruptive technological change that is altering our lives. The way we shop, communicate, 


pay, and entertain ourselves has evolved dramatically. 


MARKETING TIP 


“It is not the strongest of the species that survives, nor the most intelligent that survives. It is the one that 
is the most adaptable to change” 


- Charles Darwin, Naturalist and Geologist 


Competitive Forces 


6 d Another important element in an environmental scan is competition. This puts a focus on competitive forces that 
consumers can examine to satisfy a need. There are various types of competition, and each company must consider its 
present and potential competitors when designing its marketing strategy. Determining a product’s main competitors can be 
done in a number of ways. Large organizations often purchase research data from companies such as the Nielsen Company 
or comScore to obtain competitive market share data and to identify general industry trends and market growth patterns. 
Smaller companies may prefer to reduce their expenditures in this area, instead relying on competitive information obtained 


from salespeople, suppliers, customers, and retailers. 


One of a marketer’s primary concerns is to monitor the competitive activity of products that compete head-to-head with its 
brands. Any changes made by a major competitor in areas of product, price, place, and promotion are routinely noted, and 
detailed analyses are conducted to determine the impact on business results. These head-to-head competitors are called direct 
competitors and refer to very similar products sold in the same category. Examples are Coke versus Pepsi in the cola category 


and Samsung versus Apple in the mobile phone category. 
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Marketers also understand that consumers do not function in a vacuum and often make choices between products that do 
not directly compete in the same category. Marketers therefore also look (a little less intently) at indirect competitors, those 
products that compete for the same buying dollar but in a slightly different category. For example, while Pepsi may focus on 
Coke, they should not ignore Canada Dry ginger ale, A&W root beer, or San Pellegrino water because these indirect 


competitors also compete for consumers wanting to purchase carbonated beverages. 


CAFFEINE FREE 


GINGER ALE *” 


Direct and indirect competitors must be considered in the soft drink 
category. 


Jill Braaten/McGraw-Hill Education 


Marketers need to be intimately familiar with competitive products and try to anticipate competitive moves in the 
marketplace. When analyzing the competitive environment, a marketer needs to review all major competitors, present and 
future. More attention is given to those that can directly impact a marketer’s business. Apart from understanding direct and 
indirect competitors, marketers need to have a clear understanding of the competitive nature of the industry in which they 
function and factor this into an environmental scan. If, for example, there are very few competitors, a marketer will consider 
changes among competitors to be significant, while in a situation where numerous competitors and undifferentiated products 


exist, changes may be viewed differently. Š Figure 2-5 shows the four basic types of competition as identified by economists. 


Figure 2-5 Types of competition 


WORE wn 
wii lim 


Monopoly Oligopoly Monopolistic Perfect 
One firm Few firms Competition Competition 
Example: regional Example: airlines Many Firms, Many firms, 
electricity companies Similar Products identical products 
Example: Running Shoes Example: apple farmers 


At one end of the competition spectrum is a monopoly. A monopoly exists when there is only one company selling in the 
market. Monopolies are legal in Canada but they are carefully monitored by the Competition Bureau to ensure that 


customers are not charged excessive prices. Examples of monopolies in Canada are regional electricity companies. 


The second point in the continuum is an oligopoly, which occurs when a few companies control a market. In Canada, this 
situation exists with network providers that control the telecommunications industry. Companies such as Bell, TELUS, and 
Rogers dominate the market. Because there is limited competition, it is thought that prices are usually higher because 
companies want to protect their profits. Marketers who function in an oligopoly need to be acutely aware of competitive 
moves and particularly changes in price. 


What type of competition typifies the hotel industry—monopoly, oligopoly, 


monopolistic competition, or perfect competition? 


Michael Blann/Digital Vision/Alamy Stock Photo 


The third type of competition is monopolistic competition. This is when a large number of sellers compete with each other, 
offering customers similar or substitute products. Marketers need to know that in this instance, branding plays an important 
role, as does product differentiation and added-value activities to draw consumers to the product. Being in touch with 
consumer needs and adjusting the marketing mix to meet those needs is crucial for long-term survival. 


The market for running shoes is a good example. This market is dominated by major brands such as Nike, Adidas, New 
Balance, and Reebok, as well as many less-popular brands. The result is that when it comes to buying running shoes, 
consumers are presented with a wide array of options. Marketers in this category need to keep the competitive nature of this 
market top of mind when marketing products. 
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The fourth type of competition is perfect competition, when there are many sellers with nearly identical products and little 
differentiation. Companies that deal in commodities—that is, products such as grains, vegetables, or rice—often function in an 
environment where perfect competition exists. In this instance, marketers need to know that pricing plays a key role in 


securing business, and that the focus will be on cost reduction in every element of the business. 


Critical Thinking for Marketing 


1. How do oligopolies differentiate themselves from each other? 
2. What type of competition is found in the fast food industry? 


3. What are the indirect competitors of the CBC? 


Regulatory Forces 


The final area involved in an environmental scan relates to regulations, which are restrictions placed on marketing practices 
by government and industry associations. These regulations are put in place to protect consumers from unscrupulous 
business practices, to set acceptable standards of practice, and to encourage fair competition. Marketers need to clearly 
understand all the legal and ethical guidelines that affect their business practices and to retain legal guidance as needed to 
ensure that their practices are legal. Ethical business practices should also be followed to avoid consumer backlash and 
negative publicity. 


Below we review the key regulatory groups and regulations that affect marketing practices in Canada. It is worth noting that 
regulations are updated and changed by these groups as needed to meet changing business practices. Marketers are strongly 
advised to check these associations regularly for updates and changes, and to consult with a marketing lawyer to ensure 
practices are both legal and ethical. 


The key groups that regulate marketing practices in Canada are the Competition Bureau, Advertising Standards Canada (Ad 
Standards), the Canadian Radio-television and Telecommunications Commission (CRTC), the Canadian Marketing 
Association (CMA), and the Office of the Privacy Commissioner of Canada (OPC). 


In addition to these general regulatory bodies, the Canadian Wireless Telecommunications Association (CWTA) and the 
Mobile Marketing Association (MMA) provide specific guidance on mobile marketing practices, and the Digital Advertising 
Alliance of Canada (DAAC) oversees online behavioural advertising. Marketers also need to review other regulatory bodies 
and associations specific to their industry, as well as those that have jurisdiction in other countries, provinces, or states where 
they conduct business. 


Competition 


The Competition Bureau is an independent law-enforcement agency responsible for ensuring that the market in Canada is 
competitive and innovative. In this manner, people in Canada can benefit from fair prices, product choice, high-quality 
services, and a reduction in fraudulent business practices. It is responsible for the administration and enforcement of the 
Competition Act, the Consumer Packaging and Labelling Act, the Textile Labelling Act, and the Precious Metals Marking Act, just 
to name a few areas of responsibility. 


Fraud Prevention 
Month 


Recognize, reject and report fraud 


Canada 


The Competition Bureau can levy hefty fines. 


Competition Bureau Canada 
B 


The Competition Bureau also reviews mergers and acquisitions and prohibits deceptive business practices that include, 
among others, price fixing among competitors, predatory pricing by large competitors to run small companies out of 
business, and bid rigging among competitors to inflate prices on government contracts. Prohibited pricing practices to lure 
customers include bait-and-switch advertising, fraudulent advertising claims, and misleading pricing practices such as double 


ticketing. 
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Bait-and-switch advertising refers to the practice of advertising a low-priced product (bait) to lure customers into a store and 
then, because the product is not made available in large quantities, selling these customers higher-priced products (switch). 
In 2014, the Competition Act was amended to include new areas that relate to Canada’s anti-spam legislation, making it an 


offence to include false or misleading information in electronic messages. 


Failure to abide by Competition Bureau rules can result in fines and jail time. False and/or misleading representations to sell 
products can result in orders by the Competition Bureau for companies to publish corrective notices, stop the prohibited 
practice, pay administrative costs, and pay restitution to purchasers. In addition, the Competition Bureau has the legal clout 
to levy hefty fines on individuals and/or companies. To find out more about the Competition Bureau, and to see a complete 


list of its regulations and recent rulings, visit its website at LF www.competitionbureau.gc.ca. 


The Canadian Anti-Fraud Centre (CAFC) is managed jointly by the RCMP, the Ontario Provincial Police (OPP), and the 
Competition Bureau to reduce marketing fraud. The CAFC maintains a website, | www.antifraudcentre.ca, with up-to-date 
data on fraudulent marketing schemes and an area for consumers to report scams. These scams use various communication 
tools such as mail, email, the Internet, and the telephone to take advantage of unsuspecting people. The Competition Bureau 
regularly updates its publication of The Little Black Book of Scams, which highlights the wide range of scams that exist (see 
the IE] Focus on Ethics box, The Little Black Book of Scams).°? 


Making Responsible Decisions 


The Little Black Book of Scams 


Scams are a big business. They can come to you in many different ways—mail, online, or over the phone. In 2021, 
Canadians lost over $230 million to scams. This value is over $120 million compared to the previous year. As 
technology infiltrates our lives, the ease of carrying out a scam also increases. The Competition Bureau of 
Canada is taking this seriously and is focused on ensuring Canadians are aware of these dangers. The Little 
Black Book of Scams was first published in 2012 and is available online. 


Fraud Fighters—The Little Black Book of Scams 


Competition Bureau Canada 


The latest update was in 2018 and included versions in eight different languages as well as details of new and 
improved scams. What types of cons should Canadians be aware of? Here are just a few: 


Internet scams most commonly take the form of phishing emails. Have you ever received an email from your 
bank asking you to click on a link to its website and reenter your personal information? This is phishing! Phishers 
may send millions of copies of the same email, and all they need is for a few to respond to make it worth their 
efforts. 


Dating and romance scams netted almost $22.5 million from Canadians in one year. Online dating has become 
the norm for many singles. It is estimated that at least 20 percent of online dating profiles are fake. The scam 
begins when a person meets someone wonderful online, and after ongoing communication, they ask for money 
and then disappear. 


Identity theft cost Canadians $21.2 million in one year (2018). It happens when a fraudster uses online methods 
(phishing or spyware) or offline methods (stealing mail or going through trash) to find enough information about 
you to steal your identity and turn your life upside down. Fraudsters can make purchases, empty bank accounts, 
get credit cards in your name, and even get a passport. 


Tax scams are a growing problem and cost Canadians over $5 million a year. Many immigrants and seniors are 
targeted by scammers pretending to be the Canada Revenue Agency. People new to Canada or the elderly are 
threatened with jail or fines if they don’t pay their “taxes.” The scammers ask for personal information that they 

can then use for identity theft or for payment by iTunes gift cards or untraceable money transfers. 

Follow these tips to protect yourself: 

e Protect your personal details and only give out personal information to people you know and trust. 

e« Don’t send money to anyone that you don’t know, and never pay fees to claim prizes or obtain a job. 


e Never reply to spam emails or open attachments from any suspicious emails. 


e Install security software on your computer. 
e If you think you have been the victim of a scam, act immediately to limit your damages and report it to the 
appropriate authority. 


The Little Black Book of Scams is on the Competition Bureau website at È! www.competitionbureau.gc.ca. 


Questions 
1. Do you think the number of scams and cons will continue to rise in Canada? Why or why not? 


2. Many consumers are unaware of the frequency of scamming in Canada. How can social media help increase 
awareness of these practices? 


Advertising 


Advertising Standards Canada (Ad Standards) is a self-regulatory non-profit body supported by advertising, media, and 
marketing companies with the purpose of setting and regulating standards of professional practice in the advertising industry. 
The industry has agreed to abide by its leadership, code, process, and rulings. Ad Standards sets and regulates advertising 
guidelines, monitored through a consumer complaint process. A single complaint will trigger a review of advertising placed 
in the Canadian media, with the eventual withdrawal of the ad if changes are required and not made. Ad Standards also 


provides advice and pre-clearance services for advertisers. 


Ad Standard’s jurisdiction does not carry over into the legal arena. It does not levy fines or engage in legal proceedings. 
Instead, it relies on industry compliance to ensure that ads contravening its guidelines, the Canadian Code of Advertising 
Standards (or the Code), cease to air. Deceptive and fraudulent advertising, although covered under the Code, is also 


scrutinized by the Competition Bureau, which can levy fines and take legal action if necessary. 


—_ 
Ad Standards” 
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Navigate to Ñ] adstandards.ca to review guidelines and reports on 
advertising in Canada. 


Advertising Standards 
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The Code has a comprehensive set of guidelines designed to encourage truthful, fair, and accurate marketing 


communications. It covers 14 areas, as shown in 1 Figure 2-6, that address issues such as comparative advertising, 
accuracy, safety, decency, and advertising to children. These guidelines are updated as required with a detailed list of 


guidelines available at www.adstandards.ca.°4 


Figure 2-6 Advertising Standards Canada—the code 


Advertising Standards Canada (Ad Standards) encourages truth in advertising through a code that provides guidelines 


under these areas: 


e Accuracy and clarity 


Disguised advertising techniques 
e Price claims 

e Bait and switch 

e Guarantees 

e Comparative advertising 

e Testimonials 


Professional or scientific claims 


Imitation 


e Safety 


e Superstitions and fears 


Advertising to children 
e Advertising to minors 


e Unacceptable depictions and portrayals 


Details can be found on the Ad Standards website at E www.adstandards.ca. 


Advertising Standards Canada 


Do Not Call List 


The Canadian Radio-television and Telecommunications Commission (CRTC) is another government agency that sets 
guidelines and enforces a clear set of regulations that govern Canadian businesses. The areas most relevant to marketing are 
the Broadcasting Act, the Telecommunications Act, the Wireless Code, the Do Not Call List, and particular areas of Canada’s 


anti-spam policy. 
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The Broadcasting Act and the Telecommunications Act set guidelines for broadcast standards, and in 2013, the CRTC created 
the Wireless Code, a mandatory code of conduct for all wireless service providers. 


The CRTC adjudicates the cross-media ownership of media companies to ensure that a single media organization or 
conglomerate does not overpower local markets. It also approves broadcast licences for TV and radio stations and sets 
guidelines on the broadcast of Canadian content. In addition, the CRTC sets limits on the number of minutes of advertising 
permitted hourly on TV. While it does not directly regulate the content of ads, primarily an Ad Standards concern, it does 
oversee the advertising of alcoholic beverages and works with Ad Standards on issues related to advertising to children. 


The CRTC also has jurisdiction over the national Do Not Call List (DNCL). The DNCL gives consumers the ability to elect 
to not receive telemarketing calls on cellphones and landline phones by registering their phone numbers. Registration keeps 
these numbers in the DNCL for five years, after which consumers must re-register. Telemarketers are required by law to 
subscribe to the DNCL and to not call the numbers in its database. 


There are five exemptions to the DNCL: registered charities, newspaper subscriptions, political parties/candidates, market 
research companies, and companies with which an individual has done business in the previous 18 months. Failure to 
comply with the DNCL can result in fines of up to $1,500 for an individual and up to $15,000 for a corporation for each 
violation. A major challenge for the CRTC is the proliferation of call centres located outside of Canada. The resolution of 
many of these cases required the cooperation of international regulators. You can read more about the CRTC at 


www.crtc.ge.ca. 


Marketing 


The Canadian Marketing Association (CMA) guides the practices of the marketing industry through its Code of Ethics and 
Standards of Practice. It is mandatory for all members to abide by these policies, which are clearly outlined on the CMA 
website at LF www.the-cma.org. This website provides marketers with numerous practical guides on topics such as native 
advertising, anti-spam legislation, digital marketing, privacy compliance, telemarketing, promotional contests, fundraising, 


marketing lists and data, and marketing to children and teenagers.°© 


66 The Canadian Marketing Association (CMA) guides the practices of the marketing industry. ?? 


Mobile 


The Canadian Wireless Telecommunications Association (CWTA) provides resources on the wireless industry in Canada. It 
deals with the government on issues related to cellular phones, personal communication devices, text messaging, and 
wireless and mobile satellite carriers, and represents companies working in that space. Its website provides useful statistics 
on the industry as well as regulations that control the sector.°7 The CWTA introduced common short code (CSC) 
guidelines to regulate the industry’s use of text messaging. This includes outlining protocols to ensure that all messaging is 
permission-based, allowing customers to immediately opt-out by using the keyword STOP. To read more about mobile 
marketing regulations, go to Æ Chapter 13. Updates on CSC regulations can be found at Ei www.cwta.ca and E] 


www.txt.ca.08 


The Mobile Marketing Association (MMA) is a global association that sets standards and guidelines, and shares best 
practices on mobile marketing. The MMA has over 800 members and is represented in nearly 50 countries. It has a resource 
centre for marketers; publishes a code of conduct, a best practices guide, and privacy policy templates; and sets standards for 
mobile messaging, mobile advertising, and mobile promotions. You can read more about the MMA at 


www.mmaglobal.com.°9 
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Privacy 


The collection of personal data by private sector companies is governed by the Personal Information Protection and Electronic 
Documents Act (PIPEDA). Personal information includes age, name, social status, ID numbers, income, ethnicity, opinions, 
comments, evaluations, purchase habits and disputes, credit records, loans, medical information, employee files, and 
disciplinary actions. It does not include employee information such as name, title, address and telephone number. These acts 
are periodically updated, and guidelines and reports can be found on the Office of the Privacy Commissioner of Canada’s 


website at LF www. priv.ge.ca. 


Federal legislation for the private sector falls under PIPEDA and is reviewed by the government every five years to ensure 
that it remains current and actionable in the light of new technologies. Many provinces and territories have their own privacy 
legislation similar to PIPEDA and have specific requirements pertaining to health care as well as the banking and credit 


sectors. 9 


PIPEDA requires organizations to obtain consent from individuals for the collection, use, and disclosure of information, 
including video surveillance. It also stipulates that information must be safely stored and security breaches must be 
communicated to consumers. 


PIPEDA and the Canadian Marketing Association require businesses to regularly review their privacy policies, to appoint a 
privacy policy officer, and to collect only necessary information. In the online environment, privacy policies must be clearly 
posted on all websites and detail the type of personal information that is collected, how it is collected, how it is used and 
protected, whether information is disclosed to outside parties, and whether the company complies with Canadian privacy 
legislation and anti-spam laws. 


Individuals can table complaints on privacy issues directly with an organization’s privacy officer as well as to the Office of 
the Privacy Commissioner of Canada. If the Office of the Privacy Commissioner of Canada finds an individual or 


organization knowingly contravened PIPEDA, this can be processed through the courts and result in penalties of up to 
$100,000. 


Due to the rapid changes in digital marketing practices, PIPEDA is under constant pressure to update its legislation with 
regard to evolving digital marketing practices. Therefore, marketers are strongly advised to be well versed in the latest privacy 
regulations and fines, and to check the website of the Office of the Privacy Commissioner of Canada at [LF www.priv.ge.ca, 
and the Canadian Marketing Association website at E www.the-cma.org, for updates and guidelines. The most recent 


updates prohibit the use of automated computer programs in the unauthorized collection of email addresses to comply with 


Canada’s anti-spam policy. 7! 


Spam 


Canada’s anti-spam legislation (CASL) came into effect in July 2014 to protect consumers and businesses from unwanted 
commercial electronic messages (CEMs), including messages to email addresses, social networking accounts, and text 
messages sent to a cellphone. In 2015, additional legislation was put in place to protect individuals from the installation of 
computer programs and mobile apps without their prior consent and knowledge. Spam refers to the dissemination of 
unsolicited electronic messages to recipients. 


CASL is enforced by the CRTC, the Competition Bureau, and the Office of the Privacy Commissioner of Canada. 
Contravening CASL can be costly. Administrative monetary penalties for businesses reach as high as $10 million per 
violation for businesses, with fines of up to $1 million per violation for individuals. An online spam-reporting centre is 


available at (5) fightspam.gce.ca for businesses, organizations, and consumers to file complaints on unsolicited CEMs and 


those containing false and misleading information. 72 


CASL requires the following conduct with respect to electronic messaging: 

e Must have opt-in consent. 

e Must include accurate sender information, subject line information, and content. 

e Must not be altered and sent to another destination without consent. 

e Must include an unsubscribe mechanism. 

e Online promotions must not be false or misleading. 

e Restrictions on the unauthorized collection of email addresses through automated computer programs. 
« Computer software cannot be installed on an electronic device without explicit consent. 


e Personal information cannot be collected by unlawfully accessing a computer. 


Canada’s anti-spam legislation is enforced by the CRTC, the Competition 
Bureau, and the Office of the Privacy Commissioner of Canada. 


Comstock/Jupiterimages 


Nonetheless, various exemptions exist, such as those for registered charities that are conducting fundraising, political parties, 
immediate family members, and legitimate interactions between organizations and its employees. Exemptions also exist for 
legitimate business inquiries, quotes, applications, complaints, warranties, recalls, and safety or security issues. Since this 
legislation is relatively new and its legal interpretation is still evolving, marketers are strongly advised to become compliant 
with the anti-spam legislation, to obtain legal advice on their use of CEMs, and to check the CMA website for updates. The 
CMA advises marketers to obtain expressed opt-in consent from all business relationships so that they are in compliance 
with the new CASL law.” 
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Online Behavioural Advertising 


Online behavioural advertising (OBA) refers to the tracking of consumers’ online browsing activities in order to deliver online 


74 


ads that correspond to their browsing interests.” OBA works by storing a text file (called a cookie) in a computer’s web 


browser to track which websites are visited by the browser. It then predicts interests and serves ads that meet these interests. 


This AdChoices logo is used by online behavioural advertisers that are 
compliant with the DAAC. 


Used with permission of Digital Advertising Alliance of Canada 


The Digital Advertising Alliance of Canada (DAAC) was formed to ensure that consumers were aware of OBA and could 
opt out of the collection and use of OBA data on their devices. In 2013, the DAAC announced its AdChoices program, a 
self-regulatory framework that guides online behavioural advertising in Canada, making it consistent with existing privacy 
laws in Canada and aligned with similar self-regulatory programs in the U.S., Europe, and Australia. AdChoices asks 
behavioural advertisers to follow a set of OBA principles and use a standardized triangular blue OBA icon next to OBA ads 
and websites where such data is being collected. Viewers can click on the icon to learn more and opt out, if they so choose. 


Advertising Standards Canada monitors program participants for compliance and accepts consumer complaints about OBA 


as part of the Canadian AdChoices program. /> 


Critical Thinking for Marketing 


1. What role does the Canadian Radio-television and Telecommunications Commission (CRTC) play in Canadian 


marketing regulations? 
2. What government body oversees privacy issues in Canada? 


3. Does self-regulation work? Why or why not? 


Steps in an Environmental Scan 


7 d Environmental scans are conducted routinely by marketers, often with the help 
of other departments in an organization to ensure that products and marketing approaches 
stay relevant and resonate with consumers. An environmental scan will often be conducted 
annually as part of the marketing planning process, but marketers should be monitoring 


changes and developments in each area on an ongoing basis. 
Here is a quick checklist and a step-by-step guide: 


Step 1: Collect the facts and identify trends. 


e Gather data and information. 
The starting point is to gather accurate and relevant information on all areas of an 


environmental scan (see i Figure 2-7). 


e Conduct competitive reviews. 
Delve deeper into the competition and conduct a rigorous review of the marketplace to 
determine competitive practices and new approaches in each area of the marketing mix 
(product, price, place, and promotion). Understand consumer triggers and their 
connectivity to a brand by putting on your consumer’s hat and visiting stores to review 
competitive products and speak to sales representatives. Read product reviews and 


industry research reports. 


Cluster information into facts and trends. 


Gather and sort the information you have gathered into facts and trends for each area of 
the marketing environment scan. Capture this information in a simple table that can be 
easily understood, such as that shown in LẸ Figure 2-8 for the CBC. 

Note: Some information may fall into more than one area in a marketing environment 


scan. The information should be repeated as necessary to ensure adequate focus. 
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Figure 2-7 Information sources for an environmental scan 


Factors in an 
Environmental Scan Sources of Information 


Social/Demographic e Euromonitor reports E! www.euromonitor.com 


Factors in an 

Environmental Scan 
Shifts in age, gender, 
ethnicity, rural or urban 
populations, family status, 
home ownership, family 
life cycle, education, 
occupation 
Evolving attitudes, values, 
shopping habits, usage of 
technology, cultural 
norms, product 
consumption 


Economic 


Changing discretionary 
and disposable income 
levels, economic growth, 
inflation, unemployment 
rates 


Sources of Information 
Statista [41 www-.statista.com 
Statistics Canada (| www.statcan.ge.ca 
Alliance for Audited Media 
www.auditedmedia.com 
Blogs and social media 
Euromonitor reports (Z| www.euromonitor.com 
Forrester Research (2! www-forrester.com 
GFK Group [4 www.gfk.com 
Interactive Advertising Bureau of Canada 
iabcanada.com 
Ipsos Canada [F www.ipsos.ca 
Leger LF www.leger360.com 
News sources: use Google News 
Ea news.google.ca or newspaper sites, for 
example, Globe and Mail 
Ea www.globeandmail.com, National Post 
jE www.nationalpost.com, New York Times 


jE www.nytimes.com 

Numeris b3 numeris.ca 

Pew Research Center 

www.pewresearch.org 

Solutions Research Group LF www.srgnet.com 
Strategy magazine [F strategyonline.ca 
Statista LS www-:statista.com 


Bank of Canada LS’ www.bankofcanada.ca 
Euromonitor reports E www.euromonitor.com 
Major banks publish reports on the Canadian 
economy 

News sources: use Google News 
news.google.ca or newspaper sites, for 
example, Globe and Mail 
www.globeandmail.com, National Post 


Factors in an 
Environmental Scan 


Technological 

e Technological inventions 
and innovations that 
impact business 


Competitive 

e Change in the 
competition’s marketing 
mix—product, price, 
place, and promotion—as 
well as changes in the 
structure of the industry 


Sources of Information 
www.nationalpost.com), New York Times 
www.nytimes.com 
Organisation for Economic Co-operation and 
Development (OECD) "= www.oecd.org 
Statistics Canada l www.statcan.gc.ca 
Statista [1 www-.statista.com 


Euromonitor reports E www.euromonitor.com 
GFK Group LS www.gfk.com 

Industry Canada E www.ic.gc.ca 

News sources: use Google News 

Ht news.google.ca or newspaper sites, for 
example, Globe and Mail 

1 www.globeandmail.com, National Post 
E www.nationalpost.com, New York Times 


[=l www.nytimes.com 
Trade magazines 


Blogs and social media 

Competitors’ websites 

comScore reports [=] www.comscore.com 
eMarketer ‘= www.emarketer.com 

Industry association websites 

Industry Canada A www.ic.gc.ca 

Nielsen Canada reports = www.nielsen.com 
News sources: use Google News 

Ha news.google.ca or newspaper sites, for 
example, Globe and Mail 

pe) www.globeandmail.com, National Post 
Hal www.nationalpost.com, New York Times 


pe www.nytimes.com 
Product reviews and industry research reports 
SEDAR [4] www.sedar.com or EDGAR 
www-.sec.gov/search/search.htm 
Strategy magazine '©' strategyonline.ca 


Factors in an 
Environmental Scan Sources of Information 
e Statista 4] www.statista.com 
e Trade publications and industry articles 
e Visit retailers and see what the competition is 
doing 
e World Advertising Research Center (WARC) 
W www.ware.com 


Regulatory « Advertising Standards Canada 

e Evolving federal and t2 www.adstandards.ca 
provincial legislation and e Canadian Marketing Association 
industry association Hs! www.the-cma.org 
guidelines e Canadian Radio-television and 


Telecommunications Commission 

fiz) www.crtc.gc.ca 
e Competition Bureau 

fiz) www.competitionbureau.gc.ca 
e Industry association websites 
e Euromonitor reports E www.euromonitor.com 
© Government of Canada E! www.canada.gc.ca 
e Law firms and consultants: Gowlings 

fiz) www.gowlingwlg.com), Deloitte 

1 www2.deloitte.com 
e Office of the Privacy Commissioner 

fiz) WwWw.priv.gc.ca 
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Step 2: Determine the impact that this fact/trend will have on the business. 


e Set business objectives. 
Based upon your analysis and the state of your current business, determine business 


objectives. 


- Analyze the external trends to determine their impact. 


Determine the impact (positive or negative) that each trend will have on the business. 


Step 3: Brainstorm, evaluate, and implement ideas to meet business objectives. 

e Brainstorm. 
Brainstorm ideas that address the facts, trends, and business objectives. All reasonable 
ideas should be considered at this point as they will be screened down to a few actionable 
elements in the subsequent step. 


Evaluate and implement alternatives. 


Evaluate the realistic alternatives against the business objectives and select those that are 


worthwhile and can be implemented. 


For greater clarification, review the marketing environmental scan for the CBC ( 
Figure 2-8). CBC monitors its external environment regularly, so it has been able to 
determine which external factors are changing and which will have an impact on its 


business. 


Figure 2-8 Impact of an environmental scan—CBC 


Factors in an STEP 1 STEP 2 S 
Environmental Facts and Trends Determine Impact Ideas for I 
Scan Collect the facts and Analyze each external Brainst 
identify trends in each trend to determine its and imple 
category. impact on the business. meej 
obj 
Social e Increase in number of + Decrease in revenue « Develog 
Factors Canadians primarily due to inadequate content 
coming as new content based on languag 
immigrants or with an current consumer «e Embed « 
immigrant preferences. individu: 
background. existing 
e Decrease in religious e Support 
beliefs. populati 
e Aging Canadian media a 

population. 


e Consumers 
abandoning 


Factors in an 
Environmental 
Scan 


Economic 
Factors 


Technological 
factors 


Competitive 
factors 


STEP 1 
Facts and Trends 
Collect the facts and 
identify trends in each 
category. 


traditional television 
subscriptions. 


Increase in interest 
rates post COVID-19 
pandemic. 

Spending in media is 
stable with an 
increase in GAFAM+ 
adoption. 


Increase in digital 
media consumption in 
Canada. 

Proliferation of 
smartphones and the 
Internet. 


Increase in over-the- 
top (OTT) 
competitors/ 
technology. 


STEP 2 
Determine Impact 
Analyze each external 
trend to determine its 


impact on the business. 


e Decrease in revenue 


and consumer 
engagement as means 
of accessing content 
does not keep up with 
current consumer 
demands. 

Content viewership 
could grow as 
consumer 
discretionary income 
is shrinking due to 
interest rates and the 
CBC is a relatively low- 
cost entertainment/ 
news option. 


Decrease in revenue if 
CBC does not keep up 
with Canadian media 
consumption habits. 


Decrease in revenue 
from traditional 
television/radio 
programming. 


S 

Ideas for | 
Brainst 
and imple 
meet 

obj 


e Develor 
content/ 
e Increase 
accessik 
with low 


e Develor 
digital cı 
platform 

e Integrate 
consum! 
mobile f 
laptops, 

« Integrate 
tradition 
media. 


Factors in an STEP 1 STEP 2 S 


Environmental Facts and Trends Determine Impact Ideas for I 
Scan Collect the facts and Analyze each external Brainst 
identify trends in each trend to determine its and imple 

category. impact on the business. meei 

obj 

Regulatory e Governed by e CBC is responsible to e Develog 
factors Broadcasting Act of produce/air Canadian and pro 
1991. content. adhere 1 

e Online streaming act e Future change in stemmir 

being legislated. regulation will impact Streamiı 

«e Amount of Canadian internal e Continu 

content is on the CBC processes/procedures. Canadia 

is legislated. tailored 

world ar 


The CBC was discussed in this chapter’s opening vignette. After gathering data and 
information on the market and competition, CBC identified potential opportunities and 


determined the approach it wanted to take. 


Page 52 


Summary...just the facts 


1 d e An environmental scan is the process of continually acquiring information on events occurring outside an 
organization to identify external trends that are opportunities or threats to a business. 
2 d e Elements in an environmental scan include social factors, economic factors, technological factors, 
competitive factors, and regulatory factors. 
3 d e Demographics is the statistical data about a population according to characteristics such as gender, age, 
ethnicity, income, education, and occupation. 
e Social forces look at demographics, cultural values, ideas, and attitudes, as well as society’s morals and beliefs. 
4 d e Economic forces consider macro and micro environmental factors. These forces reflect the state of the 
overall economy as well as the ability of consumers to spend. 
5 d e Technological forces relate to scientific inventions and innovations that may impact the running of a 
business and influence consumer behaviour and interactions. 
6 d e Competitive forces refer to direct and indirect competitors as well as the competitive nature of the market in 
which they function. 
e Regulatory forces are the restrictions placed on businesses, products, or services by the government or industry 
associations. 
7 d ¢ Steps in a marketing environment scan involve (1) collecting the facts and identifying trends, (2) 
determining the impact that these facts/trends will have on the business, and (3) brainstorming, evaluating, and 
implementing ideas. 


Key Terms and Concepts...a refresher 


baby boomers 

binge watching 
competitive forces 

cord cutters 
demographics 

direct competitors 
discretionary income 
disposable income 

Do Not Call List (DNCL) 
economy 

environmental scan 
Generation X 
Generation Y 
Generation Z 

gross domestic product (GDP) 
gross income 

indirect competitors 
inflation 

interest rates 

Internet of Things (IoT) 
macroeconomic forces 
microeconomic forces 
millennials 

monopolistic competition 
monopoly 

oligopoly 

online behavioural advertising (OBA) 
perfect competition 
recession 

regulations 

showrooming 

situation analysis 

social TV 

social forces 


socio-cultural forces 


spam 
SWOT analysis 
technological forces 


unemployment rate 


Hands-on... APPLY YOUR KNOWLEDGE 


Focus on social factors. The Marketing Matters box, (F Ukrainian Consumers in Canada, focused on the history and 
present state of Ukrainian Canadians and their influence on commerce in Canada. There are many articles that have 
been written on the topic of ethnic marketing. Do some research on the topic and choose a company that has adopted 
ethnic marketing strategies. Outline its strategies and tactics. Has it been successful? What should the company do next? 


Chapter Vignette... ACTIVITY 


This chapter’s opening vignette examines the massive changes made at the CBC based upon the changes taking place in 
the external environment. Assume that you are a marketing manager for Global TV or CTV. How would you respond to 


these changes and better compete? 


Marketing YOU 


Marketers conduct an environmental scan looking at five key external areas namely; social forces, economic forces, 
technological forces, competitive forces, and regulatory forces. 


The study of populations is referred to as demographics and falls under social forces. Marketers group generations 
together based on the similar events people have experienced that might bind them together and affect their purchase 
habits, how they interact with the world, and their activities and interests. Each generation can be found to have different 
tastes, consumption patterns, and attitudes. However, it is also true that each generation is made up of individuals with 
their own interests and tastes. 


As part of a defined generation you might find you have interests and tastes similar to those of your classmates. However, 
spending some time to reflect and identify your own interests and preferences is one way to identify what is unique about 
you. Your hobbies and interests are things you tend to do in your spare time and are keys to identifying what activities 


give you energy and joy. This information can be used to complete circle one, What You Love in the (% ikigai diagram. 


Activity: 

1. List the interests, hobbies and extracurricular activities that you have enjoyed participating in over the past few years. 
Where do you spend your spare time? 

2. List the school subjects you like and tend to do well in. 

3. List the YouTube channels that you subscribe to or the TikTok influencers you follow. 

4. When you go into a bookstore or purchase a book online, what are the types of books you tend to read or buy? 


5. Reflect on what it is about your interests that you really enjoy. Can you identify any patterns? 
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PART 2 
NDERSTANDING MARKETS AND THEIR BEHAVIOUR 


Chapter 3 
Customer Behaviour 


Song_about_summer/ Shutterstock 


LEARNING OBJECTIVES 


1 Describe the stages in the customer purchase decision process 


2 d Distinguish among three variations of the customer purchase decision process: routine, limited, and extended 
problem solving 


RJ Describe how situational influences affect the customer purchase decision process 


EJ 4J Explain how psychological influences affect customer behaviour, particularly customer purchase decision 
processes 


5 d Identify major socio-cultural influences on customer behaviour and their effects on purchase decisions 
6 Discuss the importance of culture and subculture in determining customer behaviour 


CHAPTER OUTLINE 


= Learning from buyer journeys 

a Customer purchase decision process 

= Situational influences on customer decisions 

a Psychological influences on customer behaviour 


= Socio-cultural influences on customer behaviour 


CHAPTER FEATURES 


The Resilient Customer 


How the resilient customer manages uncertain economic times. 


What Defines Wealth? 


What making socially responsible customer choices tells others. 


By understanding how customer make decisions, marketers can develop products, services, and offerings to address the problems customer 
recognize. As customers leverage technology more, marketers need to be strategic in how they use the information they collect. Some 
organizations develop this expertise internally, while others look to powerhouses in the industry to help them understand customer 


behaviour better. 


In 2021, two companies, Sherpa Marketing and McKim Communications Group combined to create a powerful marketing organization, 
and recently, rebranded as The Show and Tell Agency. Developing great advertising strategy is a crucial agency skill, and when combined 
with the ability to create incredible digital experiences, effectively gather data, and convert data into insight, the results for clients are 


impressive. 


“Understanding the customer purchasing decision process, or buyer journey, is the first step in a successful marketing campaign,” says 
Glenn Cressman, Chief Client Officer at The Show and Tell Agency. “An effective message lands best when it is in front of its intended 


audience at their moment of intent.” 


All of the organization's campaigns highlight how the customer moves through online properties. By understanding what different 
customer personas do, The Show and Tell Agency can recommend better ways to reach them and better messages to give them. The suite 
of tools The Show and Tell Agency provides its clients balance automation and empathy, allowing for an effective online experience for the 


user. 


The marketing efforts adapt and improve during the process as The Show and Tell Agency collects data on the how customer are 
interacting with the online properties. Essentially, the company gathers real-time feedback on the customer decision-making process, 


allowing its clients to spend their marketing dollars more effectively. 
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“As Chief Client Officer, I am charged with making sure clients prosper by connecting them with the people and solutions The Show and 
Tell Agency can offer to build their revenue and marketing proficiency,” says Glenn. Traditional marketing when enhanced with marketing 


innovation uncovers new opportunities for growth for the business seeking The Show and Tell Agency's expertise. 


The Show and Tell Agency consultants bring marketing, sales, and information technology together when reaching customers. Because of 
technology, the customer purchase decision process may seem more simultaneous than sequential. Canadians are bombarded with digital 
advertising every day. They regularly receive so much information that they may already have a lot of knowledge prior to making any 
purchase decisions. The marketer's job, then, is to participate in that customer research process and provide timely, customer-centric 


solutions at every touch point during their buying journey. ! 


reality CHECK @® 


As you read Chapter 3, refer back to the The Show and Tell Agency vignette to answer the following questions: 
e How can marketers prepare for the changing needs of consumers? 


e Why is the online experience for a consumer so important to their consumer purchase decision process? 
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Customer Purchase Decision Process 


1 d Whether you are purchasing toothpaste or a new laptop for school, behind the visible act of making a purchase 
lies an important decision process. The stages that a customer passes through when making choices about which products 
and services to buy is the purchase decision process. This process has five stages, as shown in [9 Figure 3-1: problem 
recognition, information search, evaluation of alternatives, purchase decision, and post-purchase behaviour. Although 
technology has not changed the core elements of the process, the introduction of online and mobile technology has allowed 
customers to make faster and more informed decisions. 


Figure 3-1 Purchase decision process 


Problem 
recognition: 


Perceiving Seeking 
aneed value 


A customer’s involvement in the purchase decision process varies based on the complexity of the decision. The time spent in 
each stage will depend on various factors, including what is being purchased. Access to information makes it a lot easier for 
Canadians to make decisions, and access to credit makes purchasing items easier, as well. This has put Canadians in a 


challenging situation where they are now laden with debt.2 


Furthermore, businesses make decisions that follow a similar purchase decision process when considering products and 
services from suppliers. S Chapter 5 looks at marketing to organizations in detail, including the different approaches 


required due to the magnitude of the decisions needed. 


Problem Recognition: Perceiving a Need 


Problem recognition, the initial step in the purchase decision, occurs when a person realizes that the difference between what 
they have and what they would like to have is big enough to actually do something about it. The problem can be solved or the 
need can be met by purchasing a good or a service.” The process may be triggered by a situation as simple as finding no milk 
in the refrigerator. It could be more tenuous for a college or university student realizing their wardrobe is not in style with 
other classmates. 


Furthermore, problem recognition can be as complex as purchasing a new laptop computer to excel in studies. In marketing, 
advertisements, salespeople, or peers activate the customer purchase decision process by highlighting the shortcomings of 
existing products and services. Consider smartphone advertisements that have stimulated problem recognition by 


emphasizing maximum use from one device. 


Information Search: Seeking Value 


After recognizing a problem, customers begin to search for information about what product or service might satisfy the 
newly discovered need. First, they may scan their memory for knowledge of or previous experiences with products or 


brands. This action is called internal search. For frequently purchased products such as shampoo and conditioner, an internal 
search may be all a customer needs. 


4 An external search 


If the decision is more complex, however, a customer may undertake an external search for information. 
is beneficial when a customer lacks experience with or knowledge about a product, the risk of making a bad decision is high, 
and the cost of gathering information is low. The primary sources of external information are personal sources, such as 
relatives and friends who the customer trusts; public sources, including various product-rating organizations such as Consumer 
Reports or government agencies; and marketer-dominated sources, such as information from sellers that includes advertising, 


company websites, salespeople, and point-of-purchase displays in stores. 


During their daily lives, customers engage with multiple screens, which adds additional content to their information 


search.> 


This additional information allows customers to make better choices and factor concepts like sustainability into 
their buying decisions. For example, customers are more aware of food insecurity and their ability to reduce food waste. The 
evolving views of customers towards the environment, waste, and consumption, along with other social considerations, may 


impact purchase decisions. 
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When purchasing a smartphone, your information search may include friends and relatives, advertisements for smartphones, 
brand and company websites, and stores carrying smartphones (for demonstrations). You might also study comparable 
evaluations of various smartphones as found in Consumer Reports, either published in hard copy or found online. 


Once you have your smartphone, you will experience how mobile technology has added new behaviours to the customer 
purchase decision process. Showrooming is an example of how all organizations, not just retailers, must integrate online 
mechanisms to optimize the overall customer experience. Since customers can now review products and prices online, 
organizations that do not seamlessly incorporate online tools and technologies into their marketing, sales, and customer 
service efforts will be at a distinct competitive disadvantage. Online marketing is essential to small and medium-size 


businesses, as customers in Asia and North America have a high tendency to exhibit this showrooming behaviour.® 


Evaluation of Alternatives: Assessing Value 


The information search stage clarifies the problem for the customer by suggesting criteria, or points to consider, for the 
purchase; providing brand names that might meet the criteria; and developing customer value perceptions. What selection 
criteria would you use in buying a smartphone? Would you use price, features, or some other combination? 


Samsung continues to be a strong competitor in the smartphone market 
with offerings like the Galaxy Z Flip4. 
Quang NGUYEN DUC/Alamy Stock Photo 


Think about all the factors you may consider when evaluating smartphones. These factors are a customer’s evaluative criteria, 
which represent both the objective attributes of a brand (such as the number of applications available on the iPhone versus 
the Samsung Galaxy) and the subjective ones (such as the status of a business executive owning a iPhone) you use to 


7 


compare different products and brands.’ Firms try to identify and make the most of both types of evaluative criteria to 


create the best value for customers. These criteria are often emphasized in advertisements. 


Smartphones have become an integral part of society and the customer 
purchase decision process. 


Dmitriy Shironosov/123RF 


For a product like a smartphone, the information search process would probably involve visiting wireless providers such as 
Rogers and Telus, checking out these providers’ websites, and talking to friends who own smartphones. Customers often 
have several criteria for comparing products. For example, among the evaluative criteria you might think of, suppose that you 
focus on two that are crucial for you, namely pixel density and screen size. These criteria determine the brands in your 
evoked set—the group of brands that a customer would consider acceptable from among all the brands in the product class of 
which the customer is aware.8 In this example, your two evaluative criteria may result in an evoked set of two brands 
(Samsung Galaxy and iPhone). 


Economic uncertainty can impact customer spending through the customer decision-making process. For a further 
discussion about brands and their impact on customer purchase behaviour during tougher times, see the Marketing Matters 
box, F The Resilient Customer? 


Marketing Matters 


The Resilient Customer 


Customer decisions are influenced by a number of factors. One of the psychological influences on decisions is 
the brand loyalty developed through learning. Corporate logos help customerrs form strong perceptions of 
organizations allowing customers to align themselves to brands that reflect their own self-concepts and self- 
images. 


When news channels raise concerns about the economy, it is natural for a Canadians to be concerned. The 
uncertainty of interest rates, future jobs, and the housing market can cause the average customer to worry. 


To maintain resilience during uncertain times, customers may choose brand 
substitutes. 


sockagphoto/ Shutterstock 


In 2022, after several world events caused the Canadian economy to experience high inflation, Canadian 
customers remained resilient. Although more people were feeling a financial pinch because of rising interest 
rates, this antecedent state did not create a lot of change in customer spending. In fact, Canada’s banking 
executives suggested their confidence in customer resilience. Prior to 2022, the global pandemic had allowed 
Canadians to create more of a savings cushion than they'd had in the past. 


Recessions are defined as two financial quarters of decline in economic activity. In 2022, many economists 
predicted a recession in the following year; however, unemployment was not rising and companies continued to 
hire as job openings grew faster than the applicant pool. 


The global pandemic had generated a short-lived recession that was addressed with numerous government 
programs. Then, in 2022 and beyond, Canadians’ savings were starting to deplete and debt levels were 
beginning to rise. 

Advice to Canadians to survive uncertainties in the economy, and a recession in particular, include: 

e Postponing major spending. 

e Avoiding debt. 


e Locking in mortgage and loan interest rates. 


Furthermore, customers may choose to move to generic brands to reduce monthly costs. Being more in control 
of your finances creates a positive antecedent state with less anxiousness and more cash on hand. 


Questions 
1. How does the economy and your current financial situation make you feel as a customer? 


2. As a customer, give examples of brands that elicit positive associations and that you would purchase 
regardless of the state of the economy. Explain why. 


Purchase Decision: Buying Value 


Having examined the alternatives in the evoked set, you are almost ready to make a purchase decision. Three choices remain: 
the chosen brand, from whom to buy, and when to buy. The choice of which wireless provider to buy from will depend on 


such considerations as the provider’s location, your past experience buying from the provider, and the return policy. 
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Deciding when to buy is frequently determined by a number of factors. For instance, you might buy sooner if one of your 
preferred brands is on sale or its manufacturer offers a rebate. Other factors, such as the store atmosphere, pleasantness of 
the shopping experience, salesperson persuasiveness, time pressure, and financial circumstances, could also affect whether a 
purchase decision is made or postponed. If your decision is the latest Samsung Galaxy, you may decide to buy it from Telus 
because it offers unlimited nationwide calling as an added incentive. 


Technology has enabled the process of gathering information, evaluating alternatives, and making buying decisions. The 
addition of this technological dimension to the customer purchase decision process can accelerate the process because it 


puts information at customers’ fingertips. 
Effects of Mobile Technology on Purchase Behaviour 


Mobile devices are not only popular customer purchases, they are enablers of the customer purchase decision. Mobile 
devices have allowed the purchase decision to evolve by making the information search and purchase decision stages easier. 
The younger and future customer expects an online presence from companies and uses technology to research products, 


voice opinions, and express needs. 10 


By using kiosks or purchasing tickets online, moviegoers can avoid the 


traditional lineups at the theatre. 
SOPA Images Limited / Alamy Stock Photo 
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Mobile devices have empowered customers a great deal and caused companies to take notice. Best Buy uses a variety of 
strategies to successfully retain customers in its stores, even those who exhibit showrooming behaviour, |1 Cineplex 
Entertainment has leveraged mobile technology to enhance the customer experience. When choosing a movie at the theatre, 
tickets can be purchased online at your home computer, at the box office, or at an on-site kiosk. Cineplex Mobile offers an 


easy-to-use service for moviegoers to purchase tickets online. 


Post-purchase Behaviour: Value in Consumption or Use 


After buying a product, the customer compares it with their expectations and is either satisfied or dissatisfied. A company’s 
sensitivity to a customer’s consumption experience strongly affects the value a customer perceives after the purchase. Studies 
show that satisfaction or dissatisfaction affects customer communications and repeat purchase behaviour. Satisfied buyers 
tell three other people about their experience. Dissatisfied buyers complain to nine people! !2 Furthermore, mobile 


technology allows buyers to share complaints and dissatisfaction in a more timely manner with even more reach. 


In response, some companies are hiring employees to exclusively monitor sites such as X (formerly known as Twitter) and 
interact with unsatisfied customers right on the site. They are beginning to realize that the voice of the customer on the Web 
is very powerful. Customer s who are not finding satisfaction when a problem occurs may take matters into their own hands 
online. If a company were to google its name followed by the word “sucks,” it will find a large number of hits that consist of 
negative stories about customers’ experiences with its products. Other customers are venting their frustrations on X and 
Facebook. Progressive companies use this feedback as an opportunity to link up with these disgruntled customers and 


resolve the problems. 


Cognitive dissonance is the anxiety or tension felt after a purchase. 


noppawan09/Shutterstock 


Often, a customer is faced with two or more highly attractive alternatives, such as choosing between an iPhone and a 
Samsung Galaxy. If you choose the Samsung Galaxy, you may think, “Should I have purchased the iPhone?” This feeling of 
post-purchase psychological tension or anxiety is called cognitive dissonance. To alleviate it, customers often attempt to 
applaud themselves for making the right choice. So, after purchase, you may seek information to confirm your choice by 
asking friends questions like, “What do you think of my new smartphone?” or by reading ads of the brand you chose. You 


might even look for negative features about the brand you didn’t buy. 


Firms often use ads or follow-up calls from salespeople in this post-purchase stage to assure buyers that they made the right 
decision. It is important for firms to address customer feelings of dissonance as it impacts their satisfaction and loyalty 


levels. 13 


Involvement and Problem-Solving Variations 


2 p Depending on the purchase decision, customers may not engage in the five-step purchase decision process in the 
same manner. They may skip or minimize one or more steps depending on the level of involvement required. The level of 
involvement that a customer has in a particular purchase depends on the personal, social, and economic consequences of 
that purchase to the customer. 14 Ttems such as soft drinks or toothpaste may have such a low level of involvement for 
customers that they may skip or minimize one or more steps in the process. But customers may do just the opposite for a 


high-involvement purchase like a computer or an automobile. 


High-involvement purchase occasions typically have at least one of three characteristics: the item to be purchased is 
expensive; it is bought infrequently; or it could reflect on one’s social image. For these occasions, customers engage in 
extensive information search, consider many product attributes and brands, form attitudes, and participate in word-of-mouth 


communication. 


Marketers who sell high-involvement products such as cars, homes, and computers must understand the information 
gathering and evaluation process of customers. Researchers have identified three general variations in the customer purchase 


process based on customer involvement and product knowledge. (F Figure 3-2 summarizes some of the important 


differences between the three problem-solving variations. !5 


Figure 3-2 Comparison of problem-solving variations 


Range of Customer Involvement 


Low -e Y High 


Characteristics of Purchase Routine Problem Limited Problem Extended Problem 
Decision Process Solving Solving Solving 

Number of brands examined One Several Many 

Number of sellers considered Few Several Many 

Number of product attributes One Moderate Many 

evaluated 

Number of external None Few Many 


information sources 


Time spent searching Minimal Little Considerable 


Routine Problem Solving 


For products such as table salt and milk, customers recognize a problem, make a decision, and spend little effort seeking 
external information and evaluating alternatives. The purchase process for such items is virtually a habit and typifies low- 
involvement decision-making. Routine problem solving is typically the case for low-priced, frequently purchased products. An 
example is a customer who stops by Tim Hortons on their way to work and purchases a coffee and a bagel. The customer 
doesn’t ponder the potential benefits of going to a Second Cup or specialty coffee store even though they are all on that 
person's way to work. Marketers strive to attract and maintain habitual buying behaviour by creating strong brand 
relationships with the customer. 
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Limited problem solving is characterized by low customer involvement but significant perceived differences among brands. 
For example, a customer loves Activia yogourt but switches to BioBest yogourt, not out of dissatisfaction but just out of a 
desire to try something new. The customer may have spent a moderate amount of time evaluating the available brands in the 
store before selecting BioBest. 


With limited problem-solving behaviour, customers rely on past experience more than external information, but they may pay 
attention to new varieties shown in advertising and point-of-purchase displays. Marketers of leading brands should focus on 
getting customers to shift to routine problem-solving behaviour by dominating shelf space and running advertisements that 
remind customers of the benefits of their brands. Customers might use limited problem solving when choosing a pair of 
jeans, deciding on a restaurant for lunch, and making other purchase decisions in which they want to spend little time or 
effort researching options. 


Customers might use limited problem solving when choosing a restaurant 
for lunch. 


fizkes/Shutterstock 


Extended Problem Solving 


In extended problem solving, each of the five stages of the customer purchase decision process is used in the purchase, 
including considerable time and effort spent on an external information search and identifying and evaluating alternatives. 
Several brands are in the evoked set, and these are evaluated on many attributes. Extended problem solving exists in high- 
involvement purchase situations for items such as automobiles, houses, and financial investments. 


Customer Purchase Decision Process Influencers 


Whether decisions require routine, limited or extended problem solving, a company's marketing mix influences the customer 
purchase decision process. Marketers consider all factors that influence the customer during their journey across the 
customer purchase decision process. 


Customer touchpoints are the contacts customers have with products, services, or any other point that would influence the 
perception of the brand. If these touchpoints are plotted along side the five parts of the customer purchase decision process, 
marketers can create a customer journey map to visually represent the buyer journey. 
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Figure 3-3 shows how the marketing mix and other influences play a role in decisions. The decision to buy a product can 
be impacted by important situational, psychological, and socio-cultural influences. These influences are discussed throughout 
the remainder of this chapter. 


Figure 3-3 Influences on the customer purchase decision process 


e Price 
+ Promotion 


- Reference 
groups 


Critical Thinking for Marketing 


Situational Influences on Customer 
Decisions 


3 d Often, the purchase situation will affect the purchase decision process. Five 


situational influences have an impact on your purchase decision process: the purchase task, 


social surroundings, physical surroundings, temporal effects, and antecedent states. 


1. 


16 


The purchase task is the reason for engaging in the decision in the first place. Information 
searching and evaluating alternatives may differ depending on whether the purchase is a 
gift, which often involves social visibility, or for the buyer’s own use. For example, some 
consumers may be frugal shoppers when it comes to purchasing products for themselves, 


but may spend lavishly if the product is a gift for a friend. 


. Social surroundings, including the other people present when a purchase decision is made, 


may also affect what is purchased. For example, Paco Underhill, a behavioural research 


consultant, has shown that when two women shop together, they spend more time in the 


store shopping than they would if they were alone.!7 


. Physical surroundings such as decor, music, and crowding in retail stores may alter how 


purchase decisions are made. Crowding, for example, is a two-edged sword. When 
consumers see a throng of people in the Apple Store, they may be eager to enter the store 
to be part of the experience. On the other hand, some people may be turned off because 


they don’t like shopping in a crowded environment. 


. Temporal effects, such as time of day or the amount of time available, will influence where 


consumers have breakfast and lunch and what is ordered. 


. Finally, antecedent states, which include the consumer’s mood or the amount of cash on 


hand, can influence purchase behaviour and choice. Canadians are incurring more debt, 
and the Canadian economy can be uncertain at times. How someone perceives their 


financial situation may positively or negatively influence their propensity to spend. 
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Psychological Influences on Customer 
Behaviour 


4 p Psychology helps marketers understand why and how customers behave as they 
do. In particular, concepts such as motivation and personality; perception; learning; values, 
beliefs, and attitudes; and lifestyle are useful for interpreting buying processes and directing 
marketing efforts. Although every customer is a unique individual, common factors can cause 


similar behaviours. 


MARKETING TIP 


“Understanding the customer purchasing decision process, or buyer journey, 
is the first step in a successful marketing campaign.” 


- Glenn Cressman, chief client officer, The Show and Tell Agency 


Motivation and Personality 


Motivation and personality are two familiar psychological concepts that have specific 
meanings and marketing implications. They are both used frequently to describe why people 


do some things and not others. 
Motivation 


Motivation is the energizing force that stimulates behaviour to satisfy a need. Because 
customer needs are the focus of the marketing concept, marketers try to arouse these needs. 


An individual’s needs are boundless. People have physiological needs for basics such as water, 
food, and shelter. They also have learned needs, including esteem, achievement, and affection. 
The late psychologist Abraham Maslow developed a theory that characterized needs and 
arranged them into a hierarchy. He argued that people take care of their lower-level needs first 
and then are motivated to satisfy their higher-level needs. (lal Figure 3-4 shows Maslow’s 


hierarchy of needs, which contains the following five need classes: 18 


. Physiological needs are basic to survival and must be satisfied first. A fast-food advertisement 
featuring a juicy hamburger attempts to activate the need for food. 


. Safety needs involve self-preservation and physical well-being. Smoke detector and burglar 
alarm manufacturers focus on these needs. Michelin combines security with parental love to 
promote tire replacement for automobiles. 

. Social needs are concerned with love and friendship. Dating services such as eHarmony and 
fragrance companies try to arouse these needs. 

. Esteem needs are represented by the need for achievement, status, prestige, and self-respect. 
Using the TD Aeroplan Visa Infinite credit card and shopping at Holt Renfrew appeal to 
these needs. Sometimes, firms try to arouse multiple needs to stimulate problem 
recognition. 

. Selfactualization needs involve personal fulfillment. For example, travel providers offer 
specialized educational and exotic trips to enhance a consumer’s life experience. 


Figure 3—4 Maslow’s hierarchy of needs 


Self- 
actualization 
needs: 
Fulfillment of 
ambitions and hopes 


Esteem needs: 
Status, respect, prestige 


Social needs: N 
Friendship, belonging, love N 


Safety needs: 
Freedom from harm, financial security 


Physiological needs: 
Food, water, shelter 


While Maslow believed that needs were innate, studies have found that social culture 


contributes to our identification of these needs. Therefore, it is essential for marketers to first 
19 


understand our consumer needs in order to satisfy them. 


Shopping malls like the West Edmonton Mall host various 
customers with different purchase decision motivations. 


Nick Fox/Shutterstock 


Personality 


Personality refers to a person’s character traits that influence behavioural responses. Although 
numerous personality theories exist, most identify key traits such as assertiveness, 
extroversion, compliance, dominance, and aggression, among others. Research suggests that 
compliant people prefer known brand names and use more mouthwash and toilet soaps. In 
contrast, aggressive types use razors, not electric shavers; apply more cologne and after-shave 
lotions; and purchase signature goods such as Gucci, Yves St. Laurent, and Donna Karan as 


an indicator of status.29 
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Dove Men+Care products appeal to the trend of men 
concerned about body image and grooming. 
©Editorial Image, LLC/Alamy Stock Photo 


Personality characteristics are often revealed in a person’s se/fconcept, which is the way people 
see themselves and the way they believe others see them. Marketers recognize that people have 
an actual self-concept and an ideal self-concept. The actual self refers to how people actually 
see themselves. The ideal self describes how people would like to see themselves. Marketers 
appeal to these two self-images in the products and brands a person buys, including 
automobiles, home appliances and furnishings, magazines, clothing, grooming products, and 
leisure products, and in the stores where a person shops. The use of attractive models in ads 
for grooming products appeals to a person’s ideal self-concept. Men are becoming more 
concerned about their self-concept when it comes to body image and grooming. Unilever has 
responded to this trend by introducing a line of grooming products for men called Dove 
Men+Care. 


Research suggests that compliant people prefer known brand names and use more mouthwash and 
toilet soaps. ?? 


Perception 


One person sees a Porsche as a mark of achievement; another sees it as showing off. This is 
the result of perception—that is, the process by which an individual selects, organizes, and 
interprets information to create a meaningful picture of the world. 


Selective Perception 


The average customer operates in a complex, information-rich environment. The human brain 
organizes and interprets all this information with a process called selective perception, which 
filters the information so that only some of it is understood or remembered or even available 
to the conscious mind. Selective exposure occurs when people pay attention to messages that 
are consistent with their attitudes and beliefs, and ignore messages that are inconsistent. 
Selective exposure often occurs in the post-purchase stage of the customer decision process, 
when customers read advertisements for the brand they just bought. It also occurs when a 
need exists—you are more likely to “see” a McDonald’s advertisement when you are hungry 


rather than after you have eaten a pizza. 


Selective comprehension involves interpreting information so that it is consistent with your 
attitudes and beliefs. A marketer’s failure to understand this can have disastrous results. For 
example, Toro introduced a small, lightweight snow blower called the Snow Pup. Even though 
the product worked, sales failed to meet expectations. Why? Toro later found out that 


customers perceived the name to mean that Snow Pup was a toy or too light to do any serious 


snow removal. When the product was renamed Snow Master, sales increased sharply.2! 
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Selective retention means that customers do not remember all the information they see, read, or 
hear, even minutes after exposure to it. This affects the internal and external information- 
search stage of the purchase decision process. This is why furniture and automobile retailers 
often give customers product brochures to take home after they leave the showroom. 


Perceived Risk 


Consumers’ beliefs about the potential negative consequences of a product or service strongly 
affect their purchasing decisions. Perceived risk represents the anxieties felt because the 
customer cannot anticipate the outcomes of a purchase but believes that there may be negative 
consequences. Examples of possible negative consequences concerning snowboarding are the 
price of the product (Can I afford $400 for a snowboard?) and the risk of physical harm (Is 
snowboarding more dangerous than alpine skiing?). Some products such as hair colouring 
lend themselves to perceived risk. There is always the fear that the hair colouring may not turn 
out to the customer’s satisfaction. Perceived risk affects the information-search step of the 
purchase decision process: the greater the perceived risk, the more extensive the external 
search is likely to be. 
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In 2016, Cristiano Ronaldo signed a lifetime endorsement 
deal with Nike. 


©lIslandstock/Alamy Stock Photo 


Recognizing the importance of perceived risk, smart marketers develop strategies to make 
customers feel more at ease about their purchases. Strategies and examples of firms using 
them include the following: 


« Obtaining seals of approval: The Good Housekeeping seal that appears on many brands. 

e Securing endorsements from influential people: Nike products endorsed by athletes like 
LeBron James and Cristiano Ronaldo. 

e Providing free trials of the product: Samples of perfume offered at Hudson’s Bay. 


e Providing illustrations: Photos of different colours and hairstyles on Clairol Canada’s 


website. 


e Providing warranties and guarantees: BMW’s four-year, 80,000-kilometre warranty.22 


New BMW vehicles like this one have a four-year, 
80,000-kilometre warranty. 


Guitar photographer/Shutterstock 


Learning 


Why do customers behave in the marketplace as they do? Over customers’ lifetimes, they learn 
behaviours and they also learn responses to those behaviours—this learning is a continual 
process. Customers learn which sources to use for information about products and services, 
which evaluative criteria to use when assessing alternatives, and how to make purchase 
decisions. Learning refers to those behaviours that result from repeated experience and 
reasoning. 


Behavioural Learning 


Behavioural learning is the process of developing automatic responses to a type of situation 
built up through repeated exposure to it. Four variables are central to how people learn from 
repeated experience: drive, cue, response, and reinforcement. A drive is a need, such as hunger, 
that moves an individual to action. A cue is a stimulus or symbol that one perceives. A 
response is the action taken to satisfy the drive, and a reinforcement is the reward. 
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When hungry (a drive), a customer sees a cue (a billboard), takes action (buys a hamburger), 
and receives a reward (it tastes great!). If what the customer experiences upon avoiding a 
stimulus is favourable (I don't feel sick now!), then negative reinforcement has occurred. 
Behavioural learning plays a major role in consumer decision-making—in this case, causing the 
customer to avoid the behavioural response rather than repeat it. 


“€ Consumers familiar with one product will often transfer their feelings to others that seem similar— 


whether the similarity is in a brand name or in the shape and colour of the packaging. 
33 


Marketers use two concepts from behavioural learning theory. Stimulus generalization occurs 
when a response brought about by one stimulus (cue) is generalized to another stimulus. 
Using the same brand name to launch new products is one common application of this 
concept, as when the makers of Tylenol followed up their original pain reliever with Tylenol 
Cold, Tylenol Flu, Tylenol Sinus, and others. Customers familiar with one product will often 
transfer their feelings to others that seem similar—whether the similarity is in a brand name or 
in the shape and colour of the packaging. Are you familiar with President’s Choice Cola or 
Costco’s Simply Soda? They use red cans, similar in colour to Coca-Cola cans—this is stimulus 
generalization in action! 


Stimulus discrimination refers to the ability to perceive differences among similar products. 
Customers may do this easily with some groups of products, such as automobiles. But in many 
cases, such as low-involvement purchases, advertisers work to point out the differences. For 
example, customers’ tendency to perceive all light beers as being alike led to Budweiser Light 
commercials that distinguished between many types of lights and Bud Light. 


In the competitive soft drink market, companies may 
choose to package their colas in red cans similar to other 
brands. 


Evgeny Karandaev/Shutterstock 


Cognitive Learning 


Customers also learn without direct experience—through thinking, reasoning, and mental 
problem solving. This type of learning, called cognitive learning, involves making connections 
between two or more ideas or simply observing the outcomes of others’ behaviours and 
adjusting your own accordingly. Firms also influence this type of learning. Through repetition 
in advertising, messages such as “Advil is a headache remedy” attempt to link a brand (Advil) 
and an idea (headache remedy) by showing someone using the brand and finding relief. 


Brand Loyalty 


Learning is also important to marketers because it relates to habit formation. Developing 
habits means that a consumer is solving problems (such as what to do when they are hungry) 
routinely and consistently, without much thought. Not surprisingly, there is a close link 
between habits and brand loyalty, which is a favourable attitude toward and consistent 
purchase of a single brand over time. Brand loyalty results from positive reinforcement. If 
customers are satisfied with a product, they reduces their risk and save time by consistently 
purchasing that same brand. 


Values, Beliefs, and Attitudes 


Values, beliefs, and attitudes play a central role in customer decision-making. 
Attitude Formation 


An attitude is a “learned predisposition to respond to an object or class of objects in a 
consistently favourable or unfavourable way.”23 Attitudes are shaped by our values and beliefs, 
which we develop in the process of growing up. For example, we speak of core values, 
including material well-being and humanitarianism. We also have personal values, such as 
thriftiness and ambition. Marketers are concerned with both, but focus mostly on personal 
values. Personal values affect attitudes by influencing the importance assigned to specific 
product attributes, or features. Suppose thriftiness is one of your personal values. When you 
evaluate cars, fuel economy (a product attribute) becomes important. If you believe a specific 
car has this attribute, you are likely to have a favourable attitude toward it. 
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Beliefs also play a part in attitude formation. In customer terms, beliefs are perceptions about 
how different attributes of a product or brand perform. Beliefs are based on personal 
experience, advertising, and discussions with other people. Beliefs about product attributes are 
important because, along with personal values, they create the favourable or unfavourable 
attitude the customer has toward certain products and services. 


Attitude Change 


Marketers use three approaches to try to change customer attitudes toward products and 


brands, as shown in the following examples:24 


1. Changing beliefs about the extent to which a brand has certain attributes. To reduce customer 
concern that Aspirin use causes an upset stomach, Bayer Corporation successfully 


promoted the gentleness of its Extra Strength Bayer Plus Aspirin. 


2. Changing the perceived importance of attributes. People have long been divided on the 
number of hours of sleep required for good health. Recent articles in the media are 
changing the perceived importance of required hours. The Mayo Clinic, for example, 
recommends seven to nine hours of sleep for adults.25 Sleep Country Canada's 
commercials emphasize the importance of getting a good night’s rest and how Sleep 
Country can help the situation by providing a mattress that can improve the quality of sleep. 


3. Adding new attributes to the product. Colgate-Palmolive included a new antibacterial 
ingredient, triclosan, to its Colgate Total Toothpaste and spent $100 million marketing the 
brand. The result? Colgate Total Toothpaste is now a billion-dollar-plus global brand. 


Lifestyle 


Lifestyle is a way of living that reflects how people spend their time and resources (activities), 
what they consider important in their environment (interests), and how they think of 
themselves and the world around them (opinions). The analysis of customer lifestyles, called 


psychographics, has produced many insights into customer behaviour. 


For example, lifestyle analysis has proven useful in segmenting and targeting customers for 
new and existing products and services. One example of a psychographic systems is the 
VALSIM system from Strategic Business Insights.2° VALS, which stands for “values, 
attitudes and lifestyles,” identifies eight interconnected categories of adult lifestyles based on a 
person’s self-orientation and resources. Se/forientation describes the patterns of attitudes and 
activities that help a person reinforce their social self-image. Three patterns have been 
uncovered, which are oriented toward principles, status, and action. A person’s resources 
range from minimal to abundant, and include income, education, self-confidence, health, 
eagerness to buy, intelligence, and energy level. Each of these categories exhibits different 
buying behaviour and media preferences. 


VALS is an American-based system, and the psychographics of Americans differ significantly 
from those of Canadians. When some market researchers have tried to use American values, 
attitudes, and lifestyles to describe Canadians, they have noticed differences. 


For Canadian insights, marketers can turn to one of the leading firms in marketing and 
analytical services: Environics Analytics. Through its PRIZM5 segmentation system, 
Environics Analytics has segmented the Canadian population into a variety of data points, 


including demographics, lifestyles, and values. (4) Figure 3-5 provides an example of segments 


in the Canadian population that are likely to attend professional basketball games. Although 
these segments have unique characteristics, there are similar traits among them that create a 
larger target market for products and services related to basketball. 


Figure 3-5 PRIZM5 segments that attend professional basketball games 
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Source: ©2017 Environics Analytics; PRIZM is a registered trademark of Claritas, LLC and used with permission. 
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As part of the PRIZMS system, Environics Analytics provides exceptional insight into 68 
segments of the Canadian population. For example, it describes a specific segment of the 
population as Grads & Pads—number 38 on the 68-rung socio-economic ladder. These 
individuals are described as young, well-educated individuals living near post-secondary 
education institutions who like to stay active skiing and working out at health clubs. While this 
generalized description may not describe every individual in the segment, it provides an 
overview of the expected customer behaviour of the individuals living in postal codes 


associated with that segment.2/ 


Environics Analytics is one of the leaders in customer segmentation. The sample segments 
described earlier fall into much broader socio-economic categories, and life-stage groups 
continue to change with every new Canadian census. !&' Figure 3-6 provides examples of the 
broader socio-economic categories of the PRIZMS5 segmentation system. By using the key 
drivers of demographics, lifestyles, and values, Environics Analytics creates added-value tools 
for marketers to understand customer behaviour and markets anywhere in Canada. 


Figure 3-6 Examples of PRIZMS5 cluster categories 


Segment 
Code Cluster Category Brief Description 


U1 Urban Elite The most affluent Canadian households belong to 
Urban Elite, the social group that ranks at the top 
of several demographic measures: income, home 
value, and educational achievement. With their 
university degrees and positions as executives 
and professionals, these middle-aged and older 
residents tend to live in fashionable homes in big- 
city neighbourhoods and close-in suburbs. 


S1 Suburban Elite The households in Suburban Elite represent the 
most upscale suburban social group, characterized 
by middle-aged and older families living in single- 
family homes. One socio-economic rung down 
from Urban Elite, these Canadians have university 
and college educations, and hold service-sector 
and white-collar jobs. 


Segment 
Code 


E1 


U2 


S2 


Cluster Category 


Exurban Elite 


Urban Upscale 
Diverse 


Suburban 
Younger 


Brief Description 


Exurban Elite consists of the wealthiest 
households outside the nation’s metropolitan 
sprawl, beyond the suburbs but within reasonable 
commutes to city jobs. The residents in this 
exurban group tend to be married, middle-aged 
and older couples and families who live in 
comfortable homes and hold a mix of white-collar, 
blue-collar, and service-sector jobs. With their 
large families of school- and college-aged 
children, households here have high rates of 
enjoying team and winter sports, golfing, boating, 
community theatre, and all types of exhibitions: 
craft, cottage, fitness, gardening, pet, and home. 


Generally found in Toronto, Vancouver, and 
Montreal, the Urban Upscale Diverse group 
consists of four mostly middle-income segments 
with high concentrations of immigrants, especially 
from Asia, Europe, Central America, and the 
Middle East. Their households are a mix of middle- 
aged and older couples and families, with children 
in their late teens and twenties. Many residents 
inhabit a bi-cultural world, with nearly a third 
speaking a language at home other than English 
or French. 


The four Suburban Younger segments contain 
family-filled households where most maintainers 
are under 45 years old. Because the adults in this 
group have varying educational backgrounds— 
from high school to university degrees—and many 
have only recently entered the labour force, 
household income levels range from upscale to 
lower-middle, earned from a broad mix of jobs. But 
most families can afford to own their homes, 


Segment 


Code Cluster Category Brief Description 
typically recently built singles, semis, and row 
houses. 
E2 Exurban Middle- The Exurban Middle-Aged group represents the 
Aged nation’s middle-aged, mostly midscale couples and 


families living in Canada’s growing exurban 
communities. In these mixed households—the 
families include children of all ages—parents 
holding college diplomas or less work at a range 
of blue-collar, white-collar, and service-sector jobs; 
their average incomes allow them to own single- 
family homes built after 1980. With their 
neighbourhoods located outside the nation’s big 
cities, the cost of living is lower than average, and 
residents pursue active, outdoorsy lifestyles. 


U3 Urban Young Home to the nation’s youngest residents, Urban 
Young consists of households with maintainers 
who are typically under 45 years old. With many 
just entering the workforce, these university- 
educated singles and couples earn a range of 
incomes—from upper-middle to lower-middle 
income—from their white-collar and service-sector 
jobs. Without the financial obligations of a family, 
they’re able to rent decent apartments in older, 
downtown neighbourhoods and lead a hip, 
progressive lifestyle. 


Source: ©2017 Environics Analytics; PRIZM is a registered trademark of Claritas, LLC and used with permission. 
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Critical Thinking for Marketing 


1. What three attitude-change approaches have you experienced as a customer ? 


2. What does the concept of lifestyle mean? 


Socio-cultural Influences on Customer Behaviour 


5 d Socio-cultural influences, which evolve from a customer’s formal and informal relationships with other people, 
also have an impact on customer behaviour. These include personal influence, reference groups, family, culture, and 
subculture. 


Personal Influence 


A customer’s purchases are often influenced by the views, opinions, or behaviours of others. Two aspects of personal 
influence are important to marketing: opinion leadership and word-of-mouth activity. 


Opinion Leadership 


Individuals who have social influence over others are called opinion leaders. Opinion leaders are more likely to be important 
for products that provide a form of self-expression. Automobiles, clothing, and club memberships are products affected by 
opinion leaders, but appliances usually are not.28 


Companies like Max Factor use celebrities as spokespeople to represent its 


products and influence customer decision-making. 
Courtesy of Max Factor/MEGA/ 
Newscom/GWGLA/Newscom 


A small percentage of adults—from influential community leaders and business executives to movie stars—are opinion leaders. 
Identifying, reaching, and influencing opinion leaders is a major challenge for companies. Some firms use sports figures or 
celebrities as spokespersons to represent their products, such as Priyanka Chopra for Max Factor. 


Word of Mouth 


People influencing each other during conversations is called word of mouth. Word of mouth is perhaps the most powerful 
information source for customers, because it typically involves friends or family who are viewed as trustworthy. 


The power of personal influence has prompted firms to make efforts to increase positive and decrease negative word of 
mouth.2? For instance, “teaser” advertising campaigns are run in advance of new-product introductions to stimulate 
conversations. Other techniques such as advertising slogans, music, and humour also heighten positive word of mouth. On 
the other hand, rumours about McDonald’s (worms in hamburgers) and Corona Extra beer (contaminated beer) have 
resulted in negative word of mouth, none of which was based on fact. 


Overcoming negative word of mouth is difficult and costly. Firms have found that supplying factual information, providing 
toll-free numbers for customers to call the company, and giving appropriate product demonstrations have been helpful. 


The term buzz marketing refers to a brand becoming popular as a result of people talking about it to friends and neighbours. 
Another way that a company can create buzz is by hiring an outside agency. Word-of-mouth agencies such as Matchstick 
specialize in product-seeding programs. Product seeding consists of hiring people to talk up a brand to others. The Word of 
Mouth Marketing Association (WOMMA) has issued ethical guidelines on product seeding, including the guideline that 
brand representatives must always disclose their relationship to the brand when promoting it to others. 


© Product seeding consists of hiring people to talk up a brand to others.?? 


The power of word of mouth has been magnified through online marketing. The online version of word of mouth is called 
viral marketing. This includes the use of messages that customers pass along to others through online forums, social networks 
such as Facebook and X, chat rooms, bulletin boards, blogs, and emails. These messages can be positive or negative. 
Companies are now recognizing the value of social media platforms such as X and Facebook, and are monitoring messages 
so that they can respond to customers quickly. 
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Based in Regina, Saskatchewan, tentree International is a company that builds social awareness by showing social 
responsibility. It commits to ten trees planted for every product purchased, whether that be directly from its online store, or 
from one of its over 300 retail partners. By planting millions of trees, tentree is providing employment, protecting wildlife, 
restoring ecosystems, and educating locals, as well as providing wood for fuel, cooking, and building in impoverished areas. 
tentree also has partnerships across the world to help identify areas that can benefit from planting trees. The Making 
ie a Decisions box, im) What Defines Wealth? considers the impact of social issues for some customer purchasing 
habits. 


Making Responsible Decisions 


What Defines Wealth? 


In 1899, the sociologist Thorstein Veblen used the term conspicuous consumption to describe the acquisition of 
luxury goods and services. It was a way to publicly display wealth and economic power to others. Showing off 
social status was done through the purchase of designer clothes, expensive jewellery, and luxury cars. If your 
neighbour purchases a new luxury car, you may feel slighted and in turn purchase a newer car with even more 
features. 


ee n 


Showing off wealth can be done in different ways. 


Khosro/Shutterstock 


The problem with conspicuous consumption is that the more things there are to buy, and the greater the material 
means people have for acquiring them, the less socially useful it becomes. That is, if everyone can acquire luxury 
items, what makes them so special? And, what does it say about the person who is making the purchase just to 
try to impress others? It is potentially wasteful. 


As new customer behaviours emerge post-pandemic, Canadians are adapting to fulfilment delays and seeking 
more socially responsible retailers. Instead of spending money to impress others, money can be used to support 
local economies and create a more positive impact on local business. In fact, many Canadians are willing to pay 
more for local or domestic products if it supports the local economy. That is a different and more productive way 
of showing off your wealth. 


Questions 
1. Describe a time where you witnessed or experienced conspicuous consumption? 


2. When you make a purchase, how much do you consider social issues in your purchase decision? 


Reference Groups 


A reference group is a group of people who influence a person’s attitudes, values, and behaviours. For example, you might 
consider your family or the other students in your school as a reference group. Other examples of reference groups are movie 
stars and sports celebrities. Reference groups affect customer purchases because they influence the information, attitudes, 
and aspiration levels that help set a customer’s standards. Reference groups have an important influence on the purchase of 
luxury products but not of necessities—reference groups exert a strong influence on the brand chosen when its use or 


consumption is highly visible to others.>! 


Customers have many reference groups, but three groups have clear marketing implications: 

« Membership group: A group to which a person actually belongs, including fraternities and sororities, social clubs, and 
family. Such groups are easily identifiable and are targeted by firms selling insurance, insignia products, and vacation 
packages. 

« Aspiration group: One that a person wishes to be a member of or wishes to be identified with. An example is a person 
whose dream is to play in the NHL. Brands such as Gatorade and Nike frequently rely on spokespeople or settings 
associated with their target market’s aspiration group in their advertising. 


e Dissociative group: One that a person wishes to maintain a distance from because of differences in values or behaviours. 
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The late Steve Jobs co-founded Apple, built it into the world's leading tech company, and led a mobile computing revolution with wildly popular devices 
such as the iPod, iPhone, and iPad that connected different generations of a family. 


(left) ©Aflo Foto Agency/Alamy Stock Photo; (right) ©Paul Sakuma, File/AP Photo/The Canadian Press 


Family Influence 


Family influences on customer behaviour result from three sources: customer socialization, passage through the family life 
cycle, and decision-making within the family or household. 


Consumer Socialization 


The process by which people acquire the skills, knowledge, and attitudes necessary to function as customer is consumer 
socialization. Children learn how to purchase by interacting with adults in purchase situations and through their own 
purchasing and product usage experiences. Research demonstrates that children show signs of brand preferences as early as 
age two, and these preferences often last a lifetime. This knowledge prompted Time Inc. to launch Sports Illustrated for Kids. 
The brand of toothpaste, laundry detergent, or soft drink used in your home will very likely influence your brand choice 
when you purchase these items for yourself. 


Family Life Cycle 


Customers act and purchase differently as they go through life. The family life cycle concept describes the distinct phases that 
a family progresses through from formation to retirement, each phase bringing with it identifiable purchasing 
behaviours.2> Today, the "traditional" family—married couples with children—constitute just over 26 percent of all Canadian 


households. Nearly 30 percent are households without children.>4 


Young single customers’ buying preferences are for nondurable items, including prepared foods, clothing, personal care 
products, and entertainment. They represent a significant target market for recreational travel, automobile, and consumer 
electronics firms. 


Young married couples without children are typically more affluent than young singles because usually both spouses are 
employed. These couples exhibit preferences for furniture, housewares, and gift items for each other. Young marrieds with 


children are driven by the needs of their children. These families make up a sizable market for life insurance, various 


children’s products, and home furnishings. 


Single parents with children are the least financially secure type of households. Their buying preferences are usually affected 


by a limited economic status and tend toward convenience foods, child care services, and personal care items. 


Middle-aged married couples with children are typically better off financially than their younger counterparts. They are a 
significant market for leisure products and home improvement items. Middle-aged couples without children typically have a 
large amount of discretionary income. These couples buy better home furnishings, status automobiles, and financial services. 
Persons in the last two phases—older married and older unmarried—make up a sizable market for prescription drugs, medical 
services, vacation trips, and gifts for younger relatives. 


Family Decision-Making 


A third family-based influence on customer decision-making occurs in the context of the relationship dynamics of the 
household. Two decision-making styles exist: spouse dominant and joint decision-making. With a joint decision-making style, 
most decisions are made by both parents. Spouse-dominant decisions are those for which one spouse has more influence on 
the purchase decision. Joint decision-making is common for cars, vacations, houses, home appliances and electronics, 
medical care, and long-distance telephone services. As a rule, joint decision-making increases with the education of the 


spouses.2> 
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6€ Even though women are often the grocery decision makers, they are not necessarily the purchaser. Husbands do about one-half of 
food shopping.?? 


Roles of individual family members in the purchase process are another element of family decision-making. Five roles exist: 


information gatherer, influencer, decision maker, purchaser, and user. Family members assume different roles for different 


products and services,2© 


Families may influence the decisions made by their family members. 


gilaxia/Getty Images 


Furthermore, since 70 to 80 percent of customer purchasing is done by the buying power of influence of women, men’s 
clothing stores may choose to advertise in women’s magazines such as Chatelaine and Redbook. Even though women are 
often the grocery decision makers, they are not necessarily the purchaser. Husbands do about one-half of food shopping. 


Increasingly, preteens and teenagers are the information gatherers, influencers, decision makers, and purchasers of products 
and services items for the family, given the prevalence of working parents and single-parent households. Children and 


teenagers directly influence billions of dollars in annual family purchases. These figures help explain why, for example, 


Johnson & Johnson, Apple, Kellogg, P&G, Sony, and Oscar Mayer, among countless other companies, spend billions 


annually in media that reach preteens and teens.” 


Culture and Subculture 


6 d Culture refers to the set of values, ideas, and attitudes that are learned and shared among the members of a 
group. Thus, we often refer to Canadian culture, American culture, or Japanese culture. Describing Canadian culture may be 
difficult due to the diversity in the nation, but many could agree that Canadians are individuals who are polite and fair. 
Canadians value politeness and feel uncomfortable in situations of conflict. It is a balance of pride and humility. This 
generalization does not extend to all Canadians, and inaccurate perceptions of Canada were addressed by Molson through its 


“rant ad” beer commercials in 2000.38 


Subgroups within the larger, or national, culture with unique values, ideas, and attitudes are referred to as subcultures. 
Subcultures can be defined by regions, by demographic groups, or by values. The most prominent types of subcultures are 
racial and ethnic, and many of these exist within the Canadian mosaic of people. French, German, Italian, Chinese, and 
Ukrainian subcultures are the ones we see most in Canada, and they make up nearly 40 percent of the Canadian population. 
Each one exhibits unique buying patterns and socio-cultural behaviours. 


Canada’s outlook on ethnicity is that cultural and ethnic groups are welcome to continue with their traditions, languages, 
and values. Canada is a nation of many faces, and people have been immigrating here continually over many decades. People 
may regard themselves as Italian, yet never have been to Italy—their grandparents may have immigrated here many years ago. 
If Italian customs have been maintained by the family, the person may behave much like a recently arrived Italian. Some 
countries encourage immigrants to join the mainstream national culture, but diversity is encouraged in Canada. 


Our ethnic composition, and the philosophy that we take toward it, has led to the creation of many ethnic neighbourhoods in 
our cities. As our population becomes more diverse, people immigrating here bring tastes from their native lands, and the 
country has been particularly welcoming to cuisines from around the world. Immigration has had a major influence on 
Canada’s food market, both in the many restaurants and in food items available from all corners of the globe. And it is not 
only food consumption that has been affected by immigration. Many cultural events have become mainstream, and many 
local celebrations are the result of traditions brought here by new Canadians. 
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Examples of Canadian Subcultures 


There are almost 10 million French-speaking Canadians in this country, about 30 percent of the population.2” By far, the 
largest majority of them live in the province of Quebec. Research shows that French-speaking Quebecers do exhibit different 
consumption behaviour than the rest of Canada. For example, when asked what is important to them, Quebecers are more 
likely than other Canadians to say “enjoying life” and “seeking happiness.” French Canadians, more so than English 


Canadians, are more likely to believe that everybody should be free to do their own thing. 


Quebecers are also more willing to pay higher prices for convenience and premium brands. Some people feel that French 
Quebec can be characterized by a set of values that are traditional, consistent, and relatively static, but changes are evident. 
While values are still strong regarding family life and having children in a marriage, the use of birth control is rising, and the 


marriage rate is below the national average. 


Canada’s Diverse Customers 


Identifiable Ethnic Group 


Canadian 


English 18% 
Scottish 


French 


Irish 


German 

Chinese 

Italian 

North American Indian 
East Indian 


Other 


Note: Respondents identified with more than one ethnic group, so percentages add up to more than 100 percent. 


Source: “Canada,” Central Intelligence Agency, The World Factbook website, www.cia.gov/the-world-factbook/countries/canada/#people-and-society (accessed October 2022). 


French Quebecers are members of a Canadian subculture who are cautious about new products and often postpone trying 
something new until they see that the product has proven itself. They exhibit brand loyalty, but they will switch brands if 
offered a special. French Quebecers are less likely to buy grocery items on impulse, and are increasingly calculating in their 
food purchases. Some grocery chains have responded to this characteristic by offering more discount coupons, weekly 
specials, and money-saving tips. 


Quebecers like things that please the senses. For example, they like fine restaurants and fine wines. Quebecois women are 
also very fashion conscious, and upscale brands such as Prada and Lancôme sell well in Quebec. This desire for beauty helps 


explain why campaigns for anti-wrinkle products are even more successful in Quebec than in the rest of Canada.4! 


While the province of Quebec has the highest percentage of alcohol drinkers and the most relaxed drinking laws in Canada, 
it also has the lowest percentage of excessive drinkers and the fewest alcohol-related problems. French Quebecers are big 
buyers of lottery tickets and more likely to subscribe to book clubs, but they make fewer long-distance phone calls. They 
travel less, whether for business or pleasure. More French Quebec adults hold life insurance policies, but they are less likely 
to have a credit card. They also tend to use the services of credit unions (caisses populaires) rather than banks. 


Marketers must realize that certain products and other elements of the marketing mix may have to be modified in order to be 
successful in French Quebec. In addition to cultural differences, there are other issues that marketers must address. 
Commercial advertising to children is prohibited, and greater restrictions exist for alcohol advertising. Provincial regulations 
also require that labels and packages must be both English and French, while storefront signage must be in French, not 
English. Good investigation and analysis of this market is a requirement for all companies wishing to do business in this 
province. 


Chinese New Year celebrations take place in Vancouver each year and 
have become an integral part of the city’s cultural fabric. 
©Richard Lam/The Canadian Press 
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Another Canadian subculture and one of the largest and fastest-growing visible minorities in Canada’s population is Chinese, 
with 40 percent residing in Toronto and 31 percent in Vancouver. The average Chinese household spends $63,500 each year, 
slightly higher than the Canadian average of $58,500. In general, these customers are relatively young, educated, and affluent. 
They tend to spend their money on home furnishings, automobiles, kids’ education, high-tech gadgets, travelling, and gifts. 
They like to do business within their own communities and prefer media in their own languages. They have strong allegiance 
to brands and are very family oriented. Because they live in close-knit communities, word of mouth is very important to 


them.42 


Chinese-Canadians have a preference for luxury vehicles, and many car dealerships see them as good potential customers for 
new cars. In general, they tend to eat out at restaurants more than the average Canadian, and there has been significant 
growth in the number of Chinese restaurants in Canada, and particularly in Vancouver and Toronto, over the past ten years. 
For these, and a number of other factors, many marketers cater to the Chinese market because they see them as good 
prospective customers. 


Global Cultural Diversity 


Canada has become increasingly multiethnic and multicultural, making it one of the most diverse countries in the world. 
Different countries take different approaches to admitting immigrants and integrating them into society. Canada’s approach 
is often referred to as a mosaic, meaning that people who come to this country from another are welcome to maintain their 
cultural identities and customs—the belief is that this will create a situation where all Canadians can learn from the rich 
variety of over 200 cultures that make up the citizenry of the country. This environment works to increase Canadian 
companies’ sensitivity and orientation toward other cultures, so the transition to global activities and relationships is 
facilitated. 


Just as marketers must be sensitive to subcultures in Canada, they must appreciate the cultural differences of people in other 
countries if they want to market products and services to them. A necessary step in this process is cross-cultural analysis, 
which involves the study of similarities and differences among customers in two or more nations or societies. A thorough 


cross-cultural analysis involves an understanding of and an appreciation for the values, customs, symbols, and language of 
other societies. 


Values 


A society’s values represent socially preferable modes of conduct or states of existence that tend to persist over time. 
Understanding and working with these aspects of a society are important factors in global marketing. For example, consider 


the following:44 


e McDonald’s does not sell hamburgers in its restaurants in India because the cow is considered sacred by almost 85 
percent of the population. Instead, McDonald’s sells the McMaharajah: two all-mutton patties, special sauce, lettuce, 
cheese, pickles, onions on a sesame-seed bun. 


e Germans have not been overly receptive to the use of credit cards such as Visa or MasterCard, nor to the idea of 
borrowing to purchase goods and services. The German word for debt, Schuld, is the same as the German word for guilt. 


Customs 


Customs are what is considered normal and expected about the way people do things in a specific country or culture. Clearly, 
customs can vary significantly from country to country. Some customs may seem unusual to Canadians. Consider, for 
example, that in France, men wear more than twice the number of cosmetics that women do, and that the Japanese consider 
slurping their food to be a sign of approval and appreciation to the chef. 


The custom of giving token business gifts is popular in many countries where they are expected and accepted. However, 
bribes, kickbacks, and payoffs offered to entice someone to commit an illegal or improper act on behalf of the giver for 
economic gain is considered corrupt in most cultures. The widespread use of bribery in global marketing has led to an 


agreement among the world’s major exporting nations to make bribery of foreign government officials a criminal offence. 


Coca-Cola executives learned valuable lessons when they used the Eiffel Tower and the Parthenon in global advertising campaigns. 


(left) Sylvain Sonnet/Getty Images; (right) Antonio M. Rosario/Getty Images 


The Organisation for Economic Co-operation and Development (OECD) is an international body whose goal is to foster 
democratic government and a market-driven economy. With its global reach, OECD addresses issues of general interest to its 
members and affiliates. Corruption has become an issue of major importance in the past decade, and the OECD has taken 
action to set guidelines and procedures for preventing international bribery and corruption. Canada has adopted the OECD’s 


anti-corruption convention and has made bribery of foreign public officials a criminal offence.4> 


Bribery paid to foreign companies is another matter. In France and Greece, bribes paid to foreign companies are a tax- 
deductible expense! 
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Cultural Symbols 


Cultural symbols are objects, ideas, or processes that represent a particular group of people or society. Symbols and 
symbolism play an important role in cross-cultural analysis because different cultures attach different meanings to things. By 
cleverly using cultural symbols, global marketers can tie positive symbolism to their products and services to enhance their 
attractiveness to customers. However, improper use of symbols can spell disaster. A culturally sensitive global marketer will 


know the following:4° 


e North Americans are superstitious about the number 13, and Japanese feel the same way about the number 4. Shi, the 
Japanese word for “four,” is also the word for “death.” Knowing this, Tiffany & Company sells its fine glassware and china 
in sets of five, not four, in Japan. 


e “Thumbs-up” is a positive sign in Canada. However, in Russia and Poland, this gesture has an offensive meaning when the 
palm of the hand is shown, as AT&T learned. The company reversed the gesture depicted in ads, showing the back of the 
hand, not the palm. 


Cultural symbols stir up deep feelings. Consider how executives at Coca-Cola’s Italian office learned this lesson. In a series of 
advertisements directed at Italian vacationers, the Eiffel Tower, Empire State Building, and the Tower of Pisa were turned 
into the familiar Coca-Cola bottle. However, when the white marble columns in the Parthenon that crown Athens’s 

Acropolis were turned into Coca-Cola bottles, the Greeks were outraged. Greeks refer to the Acropolis as the “holy rock,” 
and a government official said the Parthenon is an “international symbol of excellence” and that “whoever insults the 


Parthenon insults international culture.” Coca-Cola apologized for the ad.47 


Language 


Global marketers should know not only the basics of the native tongues of countries in which they market their products and 
services but also the subtleties and unique expressions of the language. For example, Pepsi found that Spanish-speaking 
people in Argentina tend to pronounce the soft drink as Pecsi rather than Pepsi. Pepsi responded by launching a successful 
marketing campaign that temporarily used the spelling Pecsi rather than Pepsi on billboards in Argentina. The brand name 


Pepsi was never really legally changed, but humorously altered for the period of the campaign.48 


About one hundred official languages exist in the world, but anthropologists estimate that at least 3,000 different languages 
are actually spoken. There are 11 official languages spoken in the European Union, and Canada has two official languages 
(English and French). Seventeen major languages are spoken in India alone. 


English, French, and Spanish are the principal languages used in global diplomacy and commerce. However, the best 
language with which to communicate with customers is their own, as any seasoned global marketer will agree. Language 
usage and translation can present challenges. Unintended meanings of brand names and messages have ranged from the 
absurd to the obscene, as in the following examples: 


e When the advertising agency responsible for launching Procter & Gamble’s successful Pert shampoo in Canada realized 
that the name means /ost in French, it substituted the brand name Pret, which means ready. 
Page 77 


e The Vicks brand name common in North America is German slang for sexual intimacy; therefore, Vicks is called Wicks in 
Germany. 


4 


3-17 0X5 
f 


The Nestlé Kit Kat bar influences teens in Japan through its translated 
meaning. 


CB2/ZOB/WENN/Newscom 


Experienced global marketers use back translation, where a translated word or phrase is retranslated back into the original 
language by a different interpreter to catch errors.49 IBM’s first Japanese translation of its “Solution for a small planet” 
advertising message yielded “Answers that make people smaller.” The error was caught by back translation and corrected. 
Sometimes, unintended translations can produce favourable results. Consider Kit Kat bars marketed by Nestlé worldwide. 
Kit Kat is pronounced “kitto katsu” in Japanese, which roughly translates to “I will win.” Japanese teens eat Kit Kat bars for 


good luck, particularly when taking crucial school exams.50 


Successful marketers understand the differences and similarities in customers. They draw together commonalities and 
segment their audience into groups that will find their products and services appealing. By keeping current with the changing 
trends in customer values and attitudes, marketers can stay in sync with their audiences. 


Interpreting what future generations need and want is a challenge. However, making bold moves to change the way 
traditional business is done is something McDonald’s is a pioneer for across the world. 


For Canadians, McDonald’s Canada has introduced a solution that will appeal to millennials who embrace utility. Self- 
service kiosks and table delivery is now available for individuals who choose not to stand and wait for their food. 
Furthermore, additions to the menu will allow for custom-made burgers. The 1,400 stores in Canada implementing this 
innovation will require approximately $200,000 each to refit. By marketing to millennials who embrace digital technology, 
this can attract a new generation of brand-loyal customers who value a consistent experience as well as a consistent product. 
With the future Generation Z being influenced by friends and family, McDonald’s and other companies need to establish an 
online presence and excellent customer experience. 51 


Critical Thinking for Marketing 


1. What are the two primary forms of personal influence and how do they affect customers? 


2. What challenges do marketers face when marketing to ethnic subcultural groups? 


Summary...just the facts 


1 d ¢ The first stage of the purchase decision process is problem recognition where the customer perceives a need. 


« The second stage is the information search where the customer seeks value in the potential purchase options. 


e The third stage is the evaluation of alternatives where the customer assesses the value of each option. 


e Inthe fourth stage, the customer executes the purchase decision. 


e In the fifth stage, the customer determines the value of the purchase in post-purchase behaviour. 


2 d e Customer purchase decisions range in complexity. This creates three variations of the customer purchase 


decisions. 
Routine problem solving, such as purchasing tissues when you have a cold, requires little effort. 


Limited problem solving may occur when customers compare and decide upon different brands, such as for 
refreshments. 


Extended problem solving routinely involves time and consideration in each of the five distinct stages of the customer 
purchase decision process. Purchasing electronics usually requires extended problem solving. 


LO | 3 d e There are five situational influences that impact the customer purchase decision process. 


The reason for engaging in the decision in the first place is called the purchase task. Why you are making the 
purchase may determine how much you plan on spending. 

Social surroundings, including who else is present in the process, also have an impact on the decision process. 
Another situational influence is the physical surroundings during the process. A store that is busy may have a positive 


or negative effect on the consumer. 


When the purchase is being made is a temporal effect, and the momentary mood or antecedent state of the customer 
also affects the process. 


4 d ¢ The main psychological influences affecting customer behaviour are motivation and personality; perception; 


learning; values, beliefs and attitudes; and lifestyle. 


Motivation is the energizing force that causes customers to satisfy a need, while personality and character traits 
influence behavioural responses. 


Perception is important to marketers because of the selectivity of what a customer sees or hears, comprehends, and 
retains. 


Customers learn from repeated experience, and brand loyalty is a result of learning. 
The values and beliefs of customers create their learned predisposition or attitudes toward a product. 


The customer's lifestyle identifies how they plan to spend their time and resources. 


5 d ¢ The customer purchase-decision process can be affected by personal influence, reference groups, and family 


influences. 


Personal influence can be seen in opinion leadership and word-of-mouth activity. These are normally created by 
individuals with social influence. Personal influence can also take the form of reference groups. 


Family influences on customer behaviour include where the family is in its family life cycle and how decisions are 
made within the household. 


6 d e Culture is the set of values, ideas, and attitudes that are learned and shared among the members of a group. 


« There are subgroups within larger cultures that have unique values, ideas, and attitudes. These subgroups are called 
subcultures. 


e Both culture and subculture influence customer behaviour as these values permeate through situational, 
psychological, and socio-cultural influences. 


Key Terms and Concepts...a refresher 


attitude 

back translation 
beliefs 

brand loyalty 
customer behaviour 
customer journey map 
customer touchpoints 
cross-cultural analysis 
cultural symbols 
culture 

customs 

family life cycle 
involvement 

learning 

motivation 

opinion leaders 
perceived risk 
perception 
personality 

purchase decision process 
reference group 
subcultures 


word of mouth 


Hands-on... APPLY YOUR KNOWLEDGE 


Customer Purchase Decision Assignment The Show and Tell Agency helps Canadian companies improve the online 
experience for their customers. Review the customer decision-making process and outline where strong online 


experiences can help facilitate decisions. 


Chapter Vignette... ACTIVITY 


The chapter vignette discusses the importance of understanding customer behaviour and engaging outside expertise to 
help companies understand their buyer journeys. In your class, working individually or within a group, choose a 
company you know and consider the customer purchase decision process. After listing the steps, identify which 
situational, psychological, and socio-cultural influences might affect the customer decision process. 


Marketing YOU 


Values, beliefs and attitudes play a key role in informing customer decision-making and their behaviour. Attitudes are 
shaped by our values and beliefs. Understanding a company’s values is an important consideration when evaluating 
employers to work for. In fact, a Deloitte research report states that those in Gen Z look beyond a company’s product 


and seek to understand an organization’s ethics, practices, and social impact.>2 


Research suggests that Gen Z is determined to make a difference and make an impact. Understanding your own values 
and beliefs helps you to determine what is important to you, informs your career decisions, and aids in identifying the 
impact that you wish to make. 


You can uncover what is meaningful to you by identifying your values. One way to identify what you really value is to 
review a list of value words and see which words resonate with you. 


Activity: 


1. From the list below, highlight the value words and phrases that you connect with, and convey what is important to 


you. Consider that these might be the qualities that you want to see more of in the world. Feel free to add to the list. 


Values 
accountability fun playfulness 
appreciation fulfillment professionalism 
authenticity generosity resilience 
autonomy gratitude resourcefulness 
belonging growth respect 
boldness happiness responsibility 
cheerfulness harmony self-confidence 
collaboration helping self-discipline 
cooperation honesty self-expression 
compassion humility sense of beauty 
courage humour sense of belonging 
creativity inclusiveness sense of community 
curiosity independence service 
determination innovation spirit of adventure 
diversity integrity sportsmanship 
empathy kindness teamwork 
enthusiasm learning thoughtfulness 
excellence optimism unity 
fairness originality wisdom 
flexibility passion 
freedom perseverance 


2. From your highlighted list select 10 words that describe what you wish to see more of in the world and add them to 


Circle 1 in your $ ikigai diagram from Chapter 1. 


Chapter 4 
Market Research 


Premier 
National 
Partner 


JHVEPhoto/Shutterstock 


LEARNING OBJECTIVES 


1 d Identify the reason for conducting marketing research 

2 d Describe the five-step marketing research approach that leads to marketing actions 

d Explain how marketing uses secondary and primary data 

d Discuss the uses of observations, questionnaires, panels, experiments, and newer data 
collection methods 

d Explain how data analytics, data mining, and predictive modelling lead to marketing actions 

p Describe three approaches to developing a company’s sales forecast 


CHAPTER OUTLINE 


= Canadian Tire Corporation 
» Market research process 


= Types of research, metrics, and analytics 


CHAPTER FEATURES 


Online Databases and Internet Resources Useful to Marketers 
A variety of online sources provide secondary data. 


No More Personal Secrets 


The downside of data mining and predictive modelling 


Market research, metrics, and analytics are tools used by marketers to gather data and obtain insights to make fact-based 
decisions easier and more accurate. Today, forward-thinking organizations use these tools and foster a culture of 
measurement, analytics, and continuous improvement by investing in technology, partnerships, and people. The goal is 
to manage data and to discern patterns, correlations, and insights that are actionable and provide a competitive edge. 
This chapter focuses on these tools, explaining their purpose and how they are used in this era of big data. The retail 
industry has experienced increased challenges as the world’s population continues to grow, consumer demand constantly 
changes, and supply chain issues persist post-COVID. There has never been so much access to data as there is in today’s 
society. 


Canadian Tire Corporation introduced Canada's oldest loyalty program, starting with Canadian Tire money and moving 
to the Triangle Rewards digital loyalty program in 2018.1 


Canadian Tire Corporation (CTC) began as Hamilton Tire and Garage Limited in Toronto in 1922, founded by two 
brothers, John W. and Alfred J. Billes. In 1923, they moved to a new location in Toronto and Canadian Tire Corporation 
was born. Triangle Rewards Digital Loyalty program was developed in 2018. Canadian Tire has now grown to almost 
34,000 employees with 13 banners and businesses, and over 1,400 stores across Canada. They have over 480 dealers 
operating over 560 Canadian Tire and Party City stores and they source products from over 2,600 suppliers. There are 
over 190 franchisees operating Sports Experts, Atmosphere, Mark’s, L’Equipeur, Hockey Experts and Sports 
Rousseau/L’Entrepot du Hockey stores. There are over 11 million Triangle Reward members with over $16 billion in 
revenue generated.” 
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Triangle Rewards is one of the top retail loyalty programs in Canada with one of the best Canadian customer data sets. 
It is one of Canadian Tire Corporation’s most significant assets, linking the entire family of companies into a single 
customer-facing marketplace and loyalty program. Today, Triangle Rewards allows customers to earn and redeem 
Canadian Tire money (CTM) across all banners, providing important customer data and reinforcing their One 


Company, One Customer strategy. 


With Triangle, Canadian Tire Corporation is expanding the historic Canadian Tire money loyalty program, bringing 
together many of their retail banners. Canadian Tire "money" began circulating in 1958, making it Canada’s oldest 
loyalty program. Since then, over one billion Canadian Tire money notes have been produced. Canadian Tire money is 
so deeply rooted in Canadian heritage that it is even included in the Canadian Oxford Dictionary. 


Greg Shelly, VP of enterprise digital marketing at Canadian Tire, says that “a loyalty program sets the foundation of 
digital growth by helping companies collect data to better understand their customers. The customer ceases to be a 
mystery when you have data to understand them.” 


By strategically investing in their digital capabilities and data analytics, Canadian Tire Corporation has become one of 
the largest ecommerce players in Canada. The company engages with its customers often, effectively, and efficiently, 
keeping them at the heart of everything they do. According to the Investor's Day presentation in 2022, growth in sales is 
driven by the Triangle Reward members with the best Reward members spending six times more than the average 
nonmember. CTC has continued to refine the shopping experience, delivering customized offers and making it easier for 
customers to shop when and how they want. 


Introduced in 2018, Triangle Rewards is the evolution of the iconic Canadian Tire money. It lets customers collect and 
redeem CTM at Canadian Tire, Mark’s/L’Equipeur, SportChek, Atmosphere, and participating Sports Experts locations. 
Customers can further collect CTM on Avis Car and Budget car rentals, and on fuel purchases at Canadian Tire gas 
bars. 


More than 11 million Canadians are active Triangle Rewards members. This gives valuable insight into the spending 
habits of a majority of Canadian households, helping to better understand customers. These business insights permit 
CTC to understand its customers’ path to purchase to improve relevant product assortment and improve the customer 
experience. Their data tell them what their customers are shopping for and where, allowing them to deliver relevant, 
personalized offers that increase overall engagement across banners and brands, and enhance the customer experience. 


This opportunity for cross-banner promotions encourages customers who shop across Canadian Tire banners to spend 
more and enables strong digital engagement and a multichannel experience. Customers can collect rewards faster by 
engaging with their brands, and redeem at multiple banners, which means they are increasingly turning to CT 
companies to meet their needs. 


Page 82 


Canadian Tire has been investing heavily in data analytics and digital capabilities in parallel with the launch and growth 
of Triangle Rewards, which has enabled them to make more informed decisions and expanded their ability to connect 
with customers—over 7 million unique offers are sent each week.> 


reality CHECK @® 


As you read through Chapter 4, refer back to this opening vignette on Canadian Tire Corporation and 
answer the following questions: 


e What metrics could Canadian Tire use to measure their success? 


e What are the main benefits of marketing research? 


The Role of Marketing Research 


1 d Let’s (1) look at what marketing research is, (2) identify some difficulties with it, 


and (3) describe the five steps marketers use to conduct it. 


What Is Marketing Research? 


Marketing research is the process of defining a marketing problem and opportunity, 
systematically collecting and analyzing information, and recommending actions.4 Although 
imperfect, marketers conduct marketing research to reduce the risk inherent in—and thereby 
improve—marketing decisions. Technology has permitted marketers to gather data on an 
ongoing basis. This continuous monitoring permits marketers to have better access to data 


and make intelligence-based decisions. 


The Challenges in Doing Good Marketing 
Research 


Whatever the marketing issue involved—whether discovering consumer tastes or setting the 


right price—good marketing research is challenging. For example: 


e Suppose your firm is developing a product that is completely new to the marketplace, and 
you are charged with estimating demand for the product. How can marketing research 
determine if customers will buy a product they have never seen, and never thought about, 
before? 

e Understanding why customers purchase some products often requires answers to personal 
questions. How can marketing research obtain answers that people know but are reluctant 
to reveal? 

e Past purchase behaviours may help firms understand the influence of marketing actions. 
How can marketing research help people accurately remember and report their interests, 


intentions, and purchases? 


Marketing research must overcome these difficulties and obtain the information needed so 


that marketers can assess what customers want and will buy. 


The Five-Step Market Research Approach 


2 d A decision is a conscious choice from among two or more alternatives. All of us 
make many decisions daily. At work we choose from alternative ways to accomplish an 
assigned task. At school we choose from alternative courses. As consumers we choose from 


alternative brands. No magic formula guarantees correct decisions. 


Managers and researchers have tried to improve the outcomes of decisions by using more 
formal, structured approaches to decision-making, the act of consciously choosing from 
among alternatives. In this chapter, we describe a systematic marketing research approach 
used to collect information to improve marketing decisions and actions. This five-step 
approach is shown in ea Figure 4-1. Although our focus in this chapter is on marketing 
decisions, this approach provides a systematic checklist for making both business and 


personal decisions. 


Effective market research is not left to chance. A systematic approach ensures that market 


research is done thoroughly, that all elements are considered, and that results are accurate. 
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Let’s look at the basic five-step approach that is commonly used to conduct market research 
studies. It is worth noting that not all research projects require qualitative and quantitative 
studies (steps 3 and 4). In many instances, qualitative research can suffice, while in others, 


quantitative studies are required for greater certainty. 


Figure 4-1 shows this sequence of steps, and in the next few pages, we will discuss these 


steps in detail. 


Figure 4-1 The basic market research process 


Step 1 Step 2 Step 3 Step 4 Step 5 


Define the Develop the Collect relevant Develop findings 
problem research plan information e Analyze the data 
e Set research e Specify e Obtain e Present the 
fe ves constraints secondary data findings 
e Identify data e Obtain 


needed for primary data 
marketing 
actions 
e Determine how 
to collect data 


Feedback to learn lessons for future research 


Critical Thinking for Marketing 


Step 1: Define the 
Problem/Issue/Opportunity 


The first step in the market research process is to clearly define the problem, issue, or 
opportunity, and to clarify the research objectives. This is often posed as a question that 
needs to be answered. The two key elements in defining a problem are setting the research 


objectives and identifying possible marketing actions. 


Set the Research Objectives 


Research objectives are specific, measurable goals the decision maker seeks to achieve in 
conducting the marketing research. Common research objectives are to discover consumer 
needs and wants, and to determine why a product is not selling. For Canadian Tire, the sales 
information from Triangle Rewards can assist in optimizing their product mix based on 


regional preferences. 


Identify Possible Marketing Actions 


Effective decision makers develop specific measures of success, which are criteria or 
standards used in evaluating proposed solutions to the problem. Different research 


outcomes, based on the measure of success, lead to different marketing actions. 


Marketing researchers know that defining a problem is an incredibly difficult task. If the 
objectives are too broad, the problem may not be researchable. If they are too narrow, the 
value of the research results may be seriously diminished. This is why marketing researchers 
spend so much time defining a marketing problem precisely and writing a formal proposal 


that describes the research to be done.> 


Using the Canadian Tire scenario, in an increasingly competitive and challenging retail 

environment, CTC has been able to drive sales growth. This is accomplished by attracting 
new customers to the Triangle reward program and by having existing customers purchase 
more with personalized offers. Consumers need to shop more to earn more Canadian Tire 


money.® 


Step 2: Develop the Research Plan 


The second step in the marketing research process requires that the researcher (1) specify 
the constraints on the marketing research activity, (2) identify the data needed for marketing 
actions, and (3) determine how to collect the data. 
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Specify Constraints 


The constraints in a decision are the restrictions placed on potential solutions to a problem. 


Examples include the limitations on the time and money available to solve the problem. 


What constraints might Canadian Tire Corporation set in launching a new product? They 
might establish the following constraints to select a new product. The decision (1) must be 
made within a given time frame (2) using the available Triangle Rewards data to determine 
the potential demand for the product. 


Identify Data Needed for Marketing Actions 


Effective marketing research studies focus on collecting data that will lead to effective 
marketing actions. Canadian Tire has rich customer data that is used to inform the product 
assortment in regional stores. An example of the data collected from a Canadian Tire 
location in Grande Prairie in rural Alberta versus a Canadian Tire in Liberty Village, a 
downtown Toronto neighbourhood, illustrates the value of this data. Automotive represents 
22 percent of divisional sales at the Grande Prairie store versus 5 percent at Liberty Village. 
This impacts products such as tires and the assortment available at each of these stores and 


difference product assortments.’ 


Determine How to Collect Data 


Determining how to collect useful marketing research data is often as important as actually 


collecting the data—step 3 in the process, which is discussed later. Two key elements to 


consider in deciding how to collect the data are (1) concepts and (2) methods. 
Concepts 


In the world of marketing, concepts are ideas about products or services. To find out about 
consumer reactions to a potential new product, marketing researchers frequently develop a 
new-product concept, which is a picture or verbal description of a product or service the firm 
might offer for sale. For example, the Canadian Tire Corporation uses its Triangle Reward 


Members to survey new product possibilities. 
Methods 


Methods are the approaches that can be used to collect data to solve all or part of a 
problem. Special methods vital to marketing are (1) sampling and (2) statistical inference. 
For example, marketing researchers often use sampling by selecting a group of distributors, 
customers, or prospects, asking them questions and treating their answers as typical of all 
those in whom they are interested. They may then use statistical inference to generalize the 
results from the sample to much larger groups of distributors, customers, or prospects to 


help decide on marketing actions. 


When determining the way in which data will be collected, methodology, cost, efficiency, 
and accuracy of results are important considerations. As a result, it is important to have a 


data collection plan. 


There are mathematical considerations and operational issues that the researcher must 
consider. Determining how to collect the data is often as important as actually collecting the 
data. Researchers can consider whether available pre-existing data is sufficient to answer the 
research question or whether they need to conduct their own research using a variety of data 
collection methods, such as in-depth personal interviews, focus groups, telephone surveys, 


personal questionnaires, or mail surveys. 


The Internet also provides numerous online tools that facilitate the gathering of 
information. Surveys can be easily completed online, and online communities and online 


bulletin boards can also be used to provide additional data. 


To ensure that accurate answers are obtained, researchers carefully select research 
methodologies that encourage honesty. The method chosen is crucial to obtaining accurate 


results. 


How can you find and use the methods that other marketing researchers have found 
successful? Information on useful methods is available in tradebooks, textbooks, and 


handbooks that relate to marketing and marketing research. 


Canadian market researchers rely on their training, expertise, and judgment to make 
appropriate methodology decisions. They can also turn to their professional association, the 


Marketing Research and Intelligence Association, for resources and training. 


Sampling is another important factor in research design. A researcher’s sampling plan 
identifies who is to be sampled, how large the sample should be, and how the sample will be 
selected. Rarely does a research project involve a complete census of every person in the 
research population because this is time-consuming and costly. Therefore, market 
researchers use smaller samples that are representative of the population being surveyed. 
Sampling is the process of gathering data from a subset of the total population, rather than 


from all members of that particular group. 


6€ Rarely does a research project involve a complete census of every person in the research 


population because this is time-consuming and costly.?? 
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A properly selected sample should be representative of the population being researched; 
however, unless the entire population can be included, sampling errors can occur. Increasing 
the sample size can help decrease sampling error, but the larger the sample size, the higher 
the cost. 


D- D- BB BD 
D- B- D: BD BD: 
D- D- BD BD: 
D- D- BB BD: 


POPULATION SAMPLE 


A properly selected sample should be representative of 
the population being studied. 


Other factors that may impact research design are the timelines for the research to be 
completed and the budget. Currently, a number of market researchers are debating the 
validity of online market research studies, questioning whether online samples are valid 
because they exclude respondents who are not online. In reality, all research methodologies 
have advantages and disadvantages. Market researchers always need to understand the 


limitations of the methodology they select. 


There are two basic sampling techniques: probability and non-probability sampling. 
Probability sampling involves precise rules to select the sample so that each element of the 
population has a specific known chance of being selected. For example, if your university 
wants to know how last year’s 1,000 graduates are doing, it can put their names into a bowl 
and randomly select 100 names to contact. The chance of being selected (100 out of 1,000, 
or 1 in 10) is known in advance, and all graduates have an equal chance of being contacted. 
This procedure helps to select a sample (100 graduates) that should be representative of the 
entire population (the 1,000 graduates), and allows conclusions to be drawn about the 


population being researched. 


Nonprobability sampling involves the use of arbitrary judgment by the market researcher to 
select a sample so that the chance of selecting a particular element of the population is 
either unknown or zero. If your university decided to talk to 100 of last year’s graduates, but 
only selected those who lived closest, many graduates would be excluded. This would 
introduce a bias, tainting the representativeness of the sample and its ability to draw 


accurate conclusions. 


It is worth noting that the researcher may decide to follow nonprobability sampling when 
time and budgets are limited, or for exploratory research purposes when conclusions are 
mostly directional and may require further research. In general, market researchers use data 
from such nonprobability samples with caution. The data can provide valuable information, 
but the results need to be viewed carefully as they may not accurately represent the 


population being researched. 


Critical Thinking for Marketing 


1. What is marketing research? 


2. What is the five-step marketing research approach? 


Step 3: Collect Relevant Information 


3 d Collecting enough relevant information to make a rational, informed marketing decision sometimes simply means 
using your knowledge to decide immediately. At other times it entails collecting an enormous amount of information at great 


expense. 


Figure 4-2 shows how the different kinds of marketing information fit together. Data, the facts and figures related to the 
project, are divided into two main parts: secondary data and primary data. Secondary data are facts and figures that have 
already been recorded prior to the project at hand. As shown in Figure 4-2, secondary data are divided into two parts— 
internal and external secondary data—depending on whether the data come from inside or outside the organization needing 
the research. Primary data are facts and figures that are newly collected for the project. Figure 4-2 shows that primary 
data can be divided into observational data, questionnaire data, and other sources of data. 
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MARKETING TIP 


“In today’s data-driven economy, market research is about speed more than it ever has been before. The 
need for faster, cheaper, and better research is changing the marketing landscape.” 


- Raj Manocha, EVP, Delvinia 


Secondary research may be followed up by primary research such as focus groups or research with online communities. 


Secondary Data 


An overview of information sources of secondary data can be seen in LY Figure 4-2. These data come in two forms: internal 
data and external data. /nternal data exist within a company and can include data derived from data analytics—or simpler 
approaches that review basic sales reports, profitability data, and costing information. External data come from published 


sources outside the organization. 


Figure 4-2 Sources of information 


Secondary data 

e Facts and 
figures already 
recorded prior 
to the project 


Data 

e Facts and figures 
pertinent to the 
project 


Primary data 

e Facts and 
figures newly 
collected 
for the project 


Secondary Data: Internal 


The internal records of a company generally offer the most easily accessible marketing information. These internal sources of 
secondary data may be divided into two related parts: (1) marketing inputs and (2) marketing outcomes. 


Marketing input data relate to the effort expended to make sales. These range from marketing budget reports, which include 
advertising expenditures, to salespeople’s call reports, which describe the number of sales calls per day, who was visited, and 
what was discussed. 


Marketing outcome data relate to the results of the marketing efforts. These involve accounting records on shipments and 
include sales and repeat sales, often broken down by sales representative, industry, and geographic region. In addition, 
emails, phone calls, and letters from consumers can reveal both complaints and what is working well.8 


Secondary Data: External 


Published data from outside the organization are external secondary data. Statistics Canada publishes a variety of useful 
reports. Best known is the 2021 Census, which is the most recent count of the Canadian population that occurs every five 
years. These surveys contain detailed information on Canadian households, such as the number of people per household and 
the age, sex, race/ethnic background, income, occupation, and education of individuals within the household. Marketers use 
these data to identify characteristics and trends of ultimate consumers. 
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Several marketing research companies pay households and businesses to record all their purchases using a paper or 
electronic diary. Such syndicated panel data economically answer questions that require consistent data collection over time, 
such as, “How many times did our customers buy our products this year compared to last year?” Examples of syndicated 


panels that provide a standard set of data on a regular basis are the Nielsen TV ratings and J.D. Power’s automotive quality 


and customer satisfaction surveys. 


Some data services provide comprehensive information on household demographics and lifestyle, product purchases, TV 
viewing behaviour, responses to coupon and free-sample promotions, and social media use. Their advantage is that a single 
firm can collect, analyze, interrelate, and present all this information. For consumer product firms such as Procter & 
Gamble, sales data from various channels help them allocate scarce marketing resources. As a result, they use tracking 
services such as IRI’s InfoScan to collect product sales and coupon/free-sample redemptions that have been scanned at the 
checkout counters of supermarket, drug, convenience, and mass merchandise retailers. 
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Finally, trade associations, universities, and business periodicals provide detailed data of value to marketing researchers and 
planners. These data are often available online and can be identified and located using a search engine such as Google or 
Bing. 


Statistics Canada, the federal government’s statistical agency, publishes a wide variety of useful reports, such as census data 
that include information on the number of people per household and their ages, gender, ethnic background, income, 
occupation, and education. Statistics Canada also publishes a wide range of other statistical reports that are used by 
businesses across the country. These reports include information on economic indicators, international trade, and other 


industry groups. 


A list of some online secondary research sources is detailed in the Marketing Matters box, (S Online Databases and Internet 
Resources Useful to Marketers. Marketers can read interesting articles, view snapshots of research projects, download full 


reports, or read synopses of research studies. 


Marketing Matters 


Online Databases and Internet Resources Useful to Marketers 


Marketers in search of secondary data can utilize a wide variety of online databases and Internet resources. 
These resources provide access to articles in periodicals; statistical or financial data on markets, products, and 
organizations; and reports from commercial information companies. 


Sources of news and articles include: 


Alliance for Audited Media www.auditedmedia.com 
Bank of Canada (@ www. bankofcanada.ca 
Canadian Marketing Association www.the-cma.org 
Census Canada wwwt12.statcan.gc.ca 
comScore www.comscore.com 
eMarketer www.emarketer.com 
Euromonitor International www.euromonitor.com 
Forrester Research www.forrester.com 

GFK Group www.gfk.com 


Government of Canada www.canada.gc.ca 


Innovation, Science and Economic Development Canada (formerly Industry 


Canada) 

Interactive Advertising Bureau of Canada 
IBISWorld 

Ipsos Canada 

Leger, The Research Intelligence Group 
Numeris 

Organisation for Economic Co-operation and Development (OECD) 
Pew Research Center 

SEDAR 

Solutions Research Group 

Statista 

Statistics Canada 


World Advertising Research Center 


WORTH NOTING 


www.ic.gc.ca 


www.iabcanada.com 
www. ibisworld.com 
www.ipsos.ca 
www.leger360.com 
www.numeris.ca 
www.oecd.org 
www.pewresearch.org 
www.sedar.com 
www.srgnet.com 
www.statista.com 
www.statcan.gc.ca 


www.warc.com 


Your library may have access to various online databases that can assist with research projects. Examples of 
these databases are Business Source Complete, Statistics Canada Census Data, CBCA Business, Canadian 
Newsstand, Conference Board of Canada, Factiva, LexisNexis Academic, Mergent Online, Proquest, Scott’s 


Canadian Business Directory, and ThompsonOne. 


Critical Thinking for Marketing 


1. What are some of the online tools available to market researchers? 


2. What are the advantages and disadvantages of secondary data? 


Advantages and Disadvantages of Secondary Data 


A general rule among marketing researchers is to obtain secondary data first and then collect primary data. Two important 
advantages of secondary data are (1) the tremendous time savings because the data have already been collected and 
published or exist internally and (2) the low cost, such as free or inexpensive Census reports. Furthermore, a greater level of 
detail is often available through secondary data, especially Statistics Canada data. 


However, these advantages must be weighed against some significant disadvantages. First, the secondary data may be out of 
date, especially if they are Statistics Canada data collected only every 5 years. Second, the definitions or categories might not 
be quite right for a researcher’s project. For example, the age groupings or product categories might be wrong for the project. 
Also, because the data have been collected for another purpose, they may not be specific enough for the project. In such 
cases, it may be necessary to collect primary data. 


Primary Data: Watching People 


4 d In a research project, a general rule is to first obtain secondary data followed by detailed, proprietary primary 
data. Primary data is data that is original and specifically collected for the project at hand. Let’s review the primary sources 


of information. 


Observational data is obtained by watching how people actually behave, either in person or by using mechanical, personal or 
neuromarketing methods. Observational data can be collected by mechanical (including electronic), personal, or 


neuromarketing methods. 


While observational research can be qualitative if small sample numbers are recorded, large samples are used for reports 
such as those provided by Nielsen with its Homescan program. With Homescan, panellists scan the barcodes on products 


9 Other examples of observational research can be in the form of the social listening research 


that they purchase each week. 
mentioned earlier, as well as web-tracking software such as Google Analytics, which measures website traffic, unique visitors, 


page views, time on site, and referring sites. 


Observational research can also be done in person, with researchers observing elements such as customer interaction with a 
salesperson. Observational research tools are both useful and flexible, but they can be costly and unreliable when dependent 


upon human observation, because sometimes different people report different conclusions after watching the same event. 
6€ Market researchers have to make important trade-offs to balance costs against the expected quality of information.?? 


Observing people and asking them questions are the two principal ways to collect new or primary data for a marketing study. 
Facts and figures obtained by watching how people actually behave is the way marketing researchers collect observational 
data. Observational data can be collected by mechanical (including electronic), personal, or neuromarketing methods. 
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Mechanical Methods 


National TV ratings in Canada are an example of mechanical observational data collected by a “people meter.” The device 
measures what channel and program are tuned in and who is watching. The people meter (1) is a box that is attached to a 
television, DVR, cable box, or satellite dish in households across the country; (2) has a remote control unit that is used to 
indicate when a viewer begins and finishes watching a TV program; and (3) stores and then transmits the viewing 
information to Nielsen and Numeris. Data about TV viewing are also collected using diaries (a paper-pencil recording 
system). 10 


Personal Methods 


Watching consumers in person is another approach to collecting observational data. 


One more method of collecting observational data is through the use of mystery shoppers. Companies pay researchers to 
shop at their stores, outlets, or showrooms to obtain the point of view of actual customers. Mystery shoppers can check on 
the availability and pricing of products and services, and on the quality of the customer service provided by employees. 
Supermarkets, electronics stores, banks, theme parks, and many other businesses use this technique as part of their customer 
experience management efforts, thus evaluating customer service, store cleanliness, and staff appearance and conduct. This 


process provides unique marketing research information that can be obtained in no other way. 11 


Ethnographic research is a specialized observational approach in which trained observers seek to discover subtle behavioural 
and emotional reactions as consumers encounter products in their “natural use environment,” such as in their home or 

car. 12 For example, Kraft launched Deli Creations—sandwiches made with its Oscar Mayer meats, Kraft cheeses, and Grey 
Poupon mustard—after spending several months with consumers in their kitchens. Kraft discovered that consumers wanted 


complete, ready-to-serve meals that are easy to prepare—and it had the products to create them. 13 


Personal observation is both useful and flexible, but it can be costly and unreliable if different observers report different 
conclusions when watching the same event. And while observation can reveal what people do, it cannot easily determine why 
they do it. 


Neuromarketing often uses a headset with sensors to measure brain waves 
to try to understand consumers better. 


Ronny Hartmann/picture-alliance/dpa/AP Images 


Neuromarketing Methods 


Marketing researchers are also utilizing neuromarketing methods to observe responses to unconscious stimuli. 
Neuromarketing is a relatively new field of study that merges technologies used to study the brain with marketing’s interest in 
understanding consumers. Aradhna Krishna, one of the foremost experts in the field, suggests that “many companies are just 
starting to recognize how strongly the senses affect the deepest parts of our brains.” Other neuroscience tools such as eye 


tracking, biometric monitoring, and facial coding are also being used to complement brain studies. /4 


Neuromarketing can provide insights for many elements of a marketing program, including media options, advertising 
content, packaging, and labelling. Based on the results of neuromarketing studies, for example, Campbell Soup Company 
changed the labels of most of its soup cans. Some of the changes: steam now rises from more vibrant images of soup; the 


“unemotional spoons” have disappeared; and the script logo is smaller and has been moved to the bottom of the can.15 


Primary Data: Asking People 


How many times have you responded to some kind of a questionnaire? Maybe it was a short survey at school rating your 
course or your professor, or perhaps it was a telephone or email survey asking if you were pleased with some type of service 
you received. Asking consumers questions and recording their answers is the second principal way of gathering information. 


We can divide this primary data collection task into (1) idea generation methods and (2) idea evaluation methods, although 
they sometimes overlap and each has a number of special techniques. 16 Each survey method results in valuable questionnaire 
data, which are facts and figures obtained by asking people about their attitudes, awareness, intentions, and behaviours. 


Idea Generation Methods—Coming Up with Ideas 


In the past, the most common way of collecting questionnaire data to generate ideas was through an individual interview: a 
single researcher asks questions of one respondent. In-depth interviews are detailed individual interviews where a researcher 
discusses topics with an individual at length in a free-flowing conversation in order to discover information that may help 
solve a marketing problem.This approach has many advantages, such as being able to probe for additional ideas using follow- 
up questions to a respondent’s initial answers. However, this method is very expensive. Later in the chapter we’ll discuss 
some alternatives. 
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General Mills wanted to know why Hamburger Helper didn’t fare well when it was introduced. General Mills researchers 
used a special kind of individual interview, called a in-depth interview, in which lengthy, free-flowing kinds of questions are 


asked to probe for underlying ideas and feelings. 


The initial Hamburger Helper instructions called for cooking a half pound of hamburger separately from the noodles or 
potatoes, which were later mixed with the meat. The depth interviews discovered that consumers (1) didn’t think it 
contained enough meat and (2) didn’t want the hassle of cooking in two different pots. The Hamburger Helper product 
manager changed the recipe to call for a full pound of meat and to allow users to prepare everything in one dish, leading to 
product success. 


Focus groups of students and instructors were used in developing this 


textbook. 
Spencer Grant/PhotoEdit 


Focus groups are informal group of six to ten past, present, or prospective customers. A discussion leader, or moderator, asks 
for opinions about the firm’s products and those of its competitors, including how they use these products and special needs 
they have that these products don’t address. Often recorded and conducted in special interviewing rooms with a two-way 


mirror, these groups enable marketing researchers and managers to hear and watch consumer reactions. 


The informality and peer support in an effective focus group help uncover ideas that are often difficult to obtain with 
individual interviews. For example, to improve understanding and learning by students using this textbook, focus groups were 


conducted among both marketing instructors and students. 
66 4 popular qualitative research technique is the focus group.?? 


Subway was experiencing declining sales and closing stores somewhat attributed to the disgraced spokesperson "Jared" and 
the CBC report that claimed that only 50 percent of the chicken served at Subway was actually chicken, with the remaining 
being soy. Subway sued CBC for defamation but the company wanted to make some changes, according to Lisa 
Mazurkewich, the head of marketing for Subway Canada. “There were some trust issues,” says Mazurkewich, explaining that 
“misinformation and unreliable studies” called into question the integrity of Subway’s ingredients. “We took it upon 
ourselves as an organization to refresh, looking at a lot of things, from the quality of our ingredients to our customer 


service.” 


In October 2021 Subway Canada launched focus groups to learn what consumers thought of the brand. They found that 
while customers still had a lot of warmth and nostalgia for the chain, it was time for a new campaign to create some 
excitement and highlight the quality of its offerings. 


So in early 2022, Subway Canada launched its Eat Fresh Refresh campaign. It introduced new brand ambassadors, revamped 
menu items, like rice bowls, and upgraded ingredients, adding Canadian cheddar cheese and smashed avocado. For 


spokespeople, Subway selected a diverse group of athletes from across the country, including tennis star Leylah Fernandez, 
NHL player Mark Messier and Olympic sprinter Andre De Grasse. 17 


Finding “the next big thing” for consumers has caused marketing researchers to turn to some less traditional techniques. For 
example, “fuzzy front end” methods attempt early identification of elusive consumer tastes or trends. Trend Hunter is a firm 
that seeks to anticipate and track “the evolution of cool.” Trend hunting (or watching) is the practice of identifying 
“emerging shifts in social behavior,” which are driven by changes in pop culture that can lead to new products. Trend Hunter 
has identified about 252,000 cutting-edge ideas through its global network of 155,000 members, and it features these new 
ideas on its daily Trend Hunter TV broadcast via its YouTube channel (trendhuntertv).18 


“Pwen SINGLE 


DELICIOUS 
BECA OJE 
IT'S DIFFERENT 


Wendy’s spent over two years remaking its 42-year-old burger. The result: Dave’s Single (also available in Double and Triple), 
named after Wendy’s founder, Dave Thomas. See [£] Figure 4-3 for some questions that Wendy’s asked consumers in a survey 
to discover their fast-food preferences, behaviours, and demographics. 


Source: Wendy’s International, LLC 


Idea Evaluation Methods—Testing an Idea 


In idea evaluation, the marketing researcher tries to test ideas discovered earlier to help the marketing manager recommend 
marketing actions. Idea evaluation methods often involve conventional questionnaires using personal, mail, telephone, and 
online (email or Internet) surveys of a large sample of past, present, or prospective consumers. In choosing among them, the 
marketing researcher balances the cost of the particular method against the expected quality of the information and the 
speed with which it can be obtained. 
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Personal interview surveys enable the interviewer to be flexible in asking probing questions or getting reactions to visual 
materials but are very costly. Mail surveys are usually biased because those most likely to respond have had especially positive 
or negative experiences with the product or brand. While telephone interviews allow flexibility, unhappy respondents may 
hang up on the interviewer, even with the efficiency of computer-assisted telephone interviewing (CATTI). 


Surveys can gather data from a large number of consumers. 


Andrey_Popov/Shutterstock 


Increasingly, marketing researchers have begun to use online surveys (email and Internet) to collect primary data. That's 
because most consumers have an Internet connection and an email account. Marketers can embed a survey in an email sent 
to targeted respondents. When they open the email, consumers can either see the survey or click on a link to access it from a 
website. Marketers can also ask consumers to complete a “pop-up” survey in a separate browser window when they access an 
organization’s website. Many organizations use this method to have consumers assess their products and services, or evaluate 
the design and usability of their websites. 


The advantages of online surveys are that the cost is relatively minimal and the turnaround time from data collection to 
report presentation is much quicker than the traditional methods discussed earlier. However, online surveys have serious 
drawbacks. Some consumers may view email surveys as “junk” or “spam” and may either choose to not receive them (if they 
have a spam blocker) or purposely or inadvertently delete them, unopened. Some consumers have a pop-up blocker that 
prohibits a browser from opening a separate window that contains the survey; thus, they may not be able to participate in the 
research. 


For both email and Internet surveys, consumers can complete the survey multiple times, creating a significant bias in the 
results. This is especially true for online panels. In response, research firms such as SurveyMonkey have developed sampling 


technology to prohibit this practice. !9 


The foundation of all research using questionnaires is developing precise questions that get clear, unambiguous answers from 
respondents.29 Figure 4-3 shows a number of formats for questions taken from a Wendy’s survey that assessed fast-food 
restaurant preferences among present and prospective consumers. 


Figure 4-3 To obtain the most valuable information from consumers, this Wendy's survey uses 
four different kinds of questions discussed in the text 


4. What things are most important to you when you decide to eat out at a fast-food restaurant? 


2. Have you eaten at a fast-food restaurant in the past month? 


@ Ye ® No 


3. If you answered yes to question 2, how often do you eat at a fast-food restaurant? 


@ Once a week or more @ 2 to 3 times a month @ Once a month or less 


4, How important is it to you that a fast-food restaurant satisfies you on the following characteristics? 
[Check the response that describes your feelings for each characteristic listed.] 


Very Somewhat Somewhat Very 
Characteristic Important Important Important Unimportant Unimportant Unimportant 
e Taste of food (€) ® @ ® @ ® 
e Cleanliness (e) © @ ®© @ ® 
e Price ® ® @ ® @ ® 
e Variety of menu ® ® (o cc) (9 ® 


5. For each of the characteristics listed below check the space on the scale that describes how you feel 
about Wendy’s. Mark an X on only one of the five spaces for each characteristic listed. 


Characteristic Check the space that describes the degree to which Wendy’s is... 
e Taste of food Tasty Not Tasty 
e Cleanliness Clean Dirty 
e Price Inexpensive Expensive 


e Variety of menu Broad Narrow 


6. Check the response that describes your agreement or disagreement with each statement listed below: 


Strongly Don’t Strongly 
Statement Agree Agree Know Disagree Disagree 
Adults like to take their families ® ® ® ® ® 
to fast-food restaurants 
e Our children have a say in where ® ® ® ® ® 


the family chooses to eat 


7. How important are each of the following sources of information to you when selecting a fast-food 
restaurant at which to eat? [Check one response for each source listed.] 


Source of Very Somewhat Not at All 
Information Important Important Important 

e Television ® ® © 

e Newspapers ® @ fe) 

e Radio ®© ® ® 

e Billboards ® fe) fe) 

e Internet ® ® ® 

e Social networks ® @ @ 


8. How often do you eat out at each of the following fast-food restaurants? [Check one response for each 
restaurant listed.] 


Once a Week 2to3 Once a Month 
Restaurant or More Times a Month or Less 
e Burger King ® ® © 
e McDonald’s ® @ fe) 
e Wendy's fe) ® ® 


9. As head of the household, please answer the following questions about you and your household. 
[Check only one response for each question.] 


a. What is your gender? ® Male ® Female 
b. What is your marital status? ® Single ® Married @ Other (widowed, divorced, etc.) 


c. How many children under age 18 live in your home? @O @1 @2 @3ormore 


a 


. What is your age? @ Under25 @ 25-44 @ 45 or older 


D 


. What is your total annual individual or household income? 
® Less than $15,000 ®© $15,000-$49,000 @ Over $49,000 


Question | is an example of an open-ended question, which allows respondents to express opinions, ideas, or behaviours in 
their own words without being forced to choose among alternatives that have been predetermined by a marketing researcher. 
This information is invaluable to marketers because it captures the “voice” of respondents, which is useful in understanding 
consumer behaviour, identifying product benefits, and developing advertising messages. 


In contrast, closed-end or fixed alternative questions require respondents to select one or more responses from a set of 
predetermined options. Question 2 is an example of a dichotomous question, the simplest form of a fixed alternative question 


that allows only a yes or no response. 


A fixed alternative question with three or more choices uses a scale. Question 5 is an example of a question that uses a 
semantic differential scale, a five-point scale in which the opposite ends have one- or two-word adjectives that have opposite 
meanings. For example, depending on the respondent’s opinion regarding the cleanliness of Wendy’s restaurants, they would 
check the left-hand space on the scale, the right-hand space, or one of the three other intermediate points. Question 6 uses a 
Likert scale, in which the respondent indicates the extent to which they agree or disagree with a statement. 


The questionnaire in (% Figure 4-3 provides valuable information to the marketing researcher at Wendy’s. Questions 1 to 8 
reveal the respondent’s likes and dislikes in eating out, frequency of eating out at fast-food restaurants generally and at 
Wendy’s specifically, and sources of information used in making decisions about fast-food restaurants. Question 9 supplies 
details about the respondent’s personal or household characteristics, which can be used in trying to segment the fast-food 
market, a topic discussed in [F Chapter 6. 
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Marketing research questions must be worded precisely so that all respondents interpret the same question similarly. For 
example, in a question asking whether you eat at fast-food restaurants regularly, the word regularly is ambiguous. Two people 
might answer yes to the question, but one might mean once a day while the other means once or twice a month. Each of 
these interpretations suggests a dramatically different marketing action that should be directed to each of these prospective 


consumers. 


Check out (% Figure 4-4 for hints on how to write better survey questions. 


Figure 4—4 Mistakes to avoid when writing survey questions 


1. Leading or loaded questions 
Questions designed to make a person think in a specific way. 
Avoid: Some people say that the food at XYZ restaurant is fantastic, what do you think? (You have already 
put a positive impression in the mind of the respondent.) 
Better: What do you think about the food at XYZ restaurant? 


2. Nonspecific questions 
Questions that cannot be clearly understood. 
Avoid: Do you watch Netflix regularly? (What is regularly? This term can have different meanings to different 
people.) 
Better: How often do you watch Netflix? 


3. Missing options 
Potential answers are missing. 
Solutions: 
o Conduct a pretest to determine potential responses. 
o Include “Other (please specify)” as an option. 


4. Asking two questions at one time 
Questions that ask two things but the respondent can only provide one answer. 
Avoid: What is the fastest and least expensive Internet provider? 
Better: What is the least expensive Internet provider? What is the fastest Internet provider? 


5. Confusing wording 
Questions that include acronyms, industry jargon, or any other language that may be unfamiliar to the 
respondent. 
Avoid: Do you own an iOS smartphone? 
Better: Do you own an iPhone? 


Source: Sam Lloyd, “The 10 Commandments for Writing Outstanding Survey Questions,” Qualtrics, January 28, 2013, www.qualtrics.com/blog/good-survey-questions/; Tara Wildt, “Marketing 
Research 101: Six Common Mistakes in Survey Questionnaire Design,” Lightspeed GMI, September 21, 2015, http://blog.lightspeedgmi.com/marketing-research-101-six-commons-mistakes-in-survey- 
questionnaire-design. 


The high cost of using personal interviews in homes has increased the use of mall intercept interviews, which are personal 
interviews with customers visiting shopping centres. These face-to-face interviews reduce the cost of personal visits to 
consumers in their homes while providing the flexibility to show respondents visual cues such as ads or actual product 
samples. A disadvantage of mall intercept interviews is that the people interviewed may not be representative of the 


customers targeted, giving a biased result. 


Electronic technology has revolutionized traditional concepts of interviews or surveys. Today, respondents can walk up to a 
kiosk in a shopping centre, read questions off a screen, and key their answers into a computer on a touch screen. Fully 
automated telephone interviews exist in which respondents enter their replies on a touch-tone telephone. 
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Primary Data: Other Sources 


Four other methods of collecting primary data exist that overlap somewhat with the methods just discussed. These involve 
using (1) social media, (2) panels and experiments, (3) information technology, and (4) data analytics and data mining. 
Social media and panels and experiments are discussed below. Information technology, data analytics, and data mining are 
discussed in the next section, Step 4: Develop Findings. 


Social Media 


Facebook, X (formerly known as Twitter), and other social media are revolutionizing the way today’s marketing research is 
done. In developing a new potato chip flavour, Frito-Lay substituted Facebook research for its usual focus groups. Visitors to 
its Facebook Page were polled, allowing them to suggest new flavours, three of which appeared in supermarkets. All they had 
to do was click a Vote button to show their preferences. And Estée Lauder asked social media users to vote on which 
discontinued shades to bring back.2! 
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The growth in social media and its ability to influence consumers has given rise to a new exploratory research technique, 
social listening, which monitors public online consumer conversations and images on social media sites such as social 
networks, blogs, and public forums. The metrics derived from social listening can measure positive and negative sentiments, 
popularity scores, message reach, the levels of conversation, and buzz and crisis monitoring. Social listening research can 


take the form of qualitative or quantitative information depending on the parameters of the study.22 
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66 Social listening raises an important ethical issue. ?? 


Pizza Hut uses social listening to make product strategy decisions. 


@©simon evans/Alamy Stock Photo 


Pizza Hut Canada has used social listening extensively and has been able to make product strategy decisions based on the 
results. In the past, Pizza Hut has used social media to post different product images and then track the response and 
conversation around each image. The one that received the largest response was used in its ads. In another case, Pizza Hut 
was monitoring social media in the U.K. and noted that customers believed that the new Triple Treat box was too big for one 
person. Using this information, when the Triple Treat was launched in Canada, Pizza Hut emphasized sharing the pizza with 
friends and family, thereby avoiding the negative feedback seen in the UK23 


Social listening raises an important ethical issue: While participants in social networks realize many of their comments and 
pictures are publicly posted, they may not be aware that their conversations may be monitored and used for research 
purposes. Social networks are required to have privacy policies that protect consumer data from being kept and misused by 
third parties, and marketers need to abide by these laws. 


Marketing researchers increasingly want to glean information from sites to “mine” their raw consumer-generated content in 
real time. However, when relying on this consumer-generated content, the sample of individuals from whom this content is 


gleaned may not be statistically representative of the marketplace.24 


Panels and Experiments 


Two special ways that observations and questionnaires are sometimes used are panels and experiments. 


Marketing researchers often want to know if consumers change their behaviour over time, so they take successive 
measurements of the same people. Formally, a survey panel includes a large sample of respondents that voluntarily complete 
questionnaires on a regular basis so that researchers can assess changes in behaviour and attitudes. An omnibus survey also 
includes the voluntary participation of respondents in routine surveys, allowing individual marketers to add a small number 
of questions to an existing survey to receive cost-effective data in response to their questions. 


Ipsos conducts omnibus surveys with homeowners, parents, teens, and separate provincial online omnibus surveys, even 
providing an overnight omnibus survey for next-day results. 


MARKETING TIP 


“With automation, and access to consumer panels, brands can now gather customer opinions in a matter 
of hours, giving them the ability to react in real time and implement the feedback they receive.” 


- Raj Manocha, EVP. Delvinia 


A panel is a sample of consumers or stores from which researchers take a series of measurements. For example, the NPD 
Group collects data about consumer purchases such as apparel, food, and electronics from its online Consumer Panel, which 
consists of nearly two million individuals worldwide. So a firm like General Mills can count the frequency of consumer 
purchases to measure switching behaviour from one brand of its breakfast cereal (Wheaties) to another (Cheerios) or to a 
competitor’s brand (Kellogg’s Special K). A disadvantage of panels is that the marketing research firm needs to recruit new 
members continually to replace those who drop out. These new recruits must match the characteristics of those they replace 
to keep the panel representative of the marketplace. 


A marketing experiment involves changing a variable involved in a purchase to find out what happens. Ideally, the researcher 
changes just one element, usually one of the factors in the marketing mix, and keeps the other variables constant. The 
interest is in whether changing one of the independent variables (a cause) will change the behaviour of the dependent 
variable that is studied (the result). 


In marketing experiments, the independent variables of interest-sometimes called the marketing drivers—are often one or 
more of the marketing mix elements, such as a product’s features, price, or promotion (like advertising messages or 
coupons). The ideal dependent variable usually is a change in the purchases (incremental unit or dollar sales) of individuals, 
households, or organizations. 


A/B testing, also known as split testing, is a marketing experiment wherein you split your audience to test a number of 
variations of a campaign and determine which performs better. In other words, you can show version A of a piece of 


marketing content to one half of your audience, and version B to another.2> 


Experiments can be conducted either in contrived environments that mimic real-life situations, known as simulated test 
markets, or in-market through real-time in-field tests where the product/promotion is actually sold in a limited location and 
monitored for success during a specific time period. Contrived, simulated experiments use computer simulations to predict 


consumer behaviour. Marketers typically input marketing mix variables and rely on complex forecasting programs to 
determine potential success levels. Formally, a test market is an in-market localized approach, or short-term online 
destination, used to test the success of promotional offers, new services, or new-product launches. 


Test markets can provide a more realistic evaluation of product or promotional success than other research options. 
However, test markets are time-consuming, costly, and visible to the competition. In terms of promotional offers, Internet 
marketers routinely test pay-per-click advertising campaigns, alternative online consumer offers, and the design of various 
website landing pages. For new products, large companies often use test markets to determine whether consumers will buy 
new products or brands, or shop at a new store concept. 
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There are several cities in Canada that are used regularly as test markets for a variety of different products/services. 
McDonald’s Chicken McNuggets and Tim Hortons Dark Roast coffee were tested in London, Ontario. Test cities tend to be 
under | million in population and need to be similar culturally to the rest of the country, with a variety of socio-economic 


backgrounds represented. Other frequent test markets in Canada are Edmonton, Alberta, and Barrie, Ontario.2® 


A potential difficulty with experiments is that outside factors (such as actions of competitors) can distort the results of an 
experiment and affect the dependent variable (such as sales). A researcher’s task is to identify the effect of the marketing 


variable of interest on the dependent variable when the effects of outside factors in an experiment might hide it. 


Advantages and Disadvantages of Primary Data 


Compared with secondary data, primary data have the advantages of being more flexible and more specific to the problem 
being studied. The main disadvantages are that primary data are usually far more costly and time-consuming to collect than 
secondary data. 


Step 4: Develop Findings 


Analyzing marketing data today often involves very sophisticated and complex methods. Examples of this include big data, 
data analytics, artificial intelligence, data mining, and predictive modelling. 


Analyze the Data 


Analyzing marketing data today often involves very sophisticated and complex methods. Examples of this include big data, 
data analytics, artificial intelligence, data mining, and predictive modelling. 


Big Data, Data Analytics, and Artificial Intelligence 


Big data is a broad term generally used to describe large amounts of data collected from a variety of sources and analyzed 
with an increasingly sophisticated set of technologies. Information technology includes all of the computing resources that 
collect, store, and analyze the data. 


Marketing researchers have observed that today we live in an era of data deluge. The challenge facing managers is not data 
collection, or even storage, but how to efficiently transform the huge amount of data into useful information. This 
transformation is accomplished through the use of data analytics. Products such as Yahoo!’s Hadoop and Google’s Bigtable 
are examples of the analytical tools available for people often referred to as data scientists. Their work is also creating a new 


field of marketing research that focuses on data visualization, or the presentation of the results of the analysis. 


Today, marketers obtain data from many sources such as barcode scanners at checkout counters, online tracking software on 
computers and tablets, and usage histories on your telephone. In fact, the growth of the Internet of Things (IoT) now allows 
data collection from almost any device a consumer might use. Marketing managers use a combination of data, technology, 
and analytics to convert the data into useful information that answer marketing questions and lead to effective marketing 


actions. An organization that accomplishes this successfully is often referred to as an intelligent enterprise.2! 


As shown in (F Figure 4-5, the elements of an intelligent marketing enterprise platform interact to facilitate the work of the 
marketing researcher or data scientist. The top half of the figure shows how big data are created through a sophisticated 
communication network that collects data from internal and external sources. These data are stored, organized, and 
managed in databases. Collectively, these databases form a data warehouse. Data storage (and computing) may also take 
place in “the cloud,” which is simply a collection of servers accessed through an Internet connection. Large databases are 
also subject to artificial intelligence platforms that undertake reasoning and common sense tasks to allow computers to 
“behave” intelligently. IBM, Tesla, and Amazon, for example, are using artificial intelligence to operate Watson, guide self- 
driving cars, and make purchase recommendations, respectively. 


Figure 4-5 How marketing researchers and managers use an intelligent enterprise platform to turn data into 
action 


Intelligent Marketing Enterprise Platform 


Big data 


Data analytics 


Marketing researcher or 
data scientist 


Todd Warnock/Lifesize/Getty Images 


As shown at the bottom of [LSF Figure 4-5, data analytics consists of several elements. Marketers use computers to specify 
important marketing queries or questions and to access the databases in the warehouse (or the cloud). Analytical tools are 
used to organize and manipulate the data to identify any managerial insights that may exist. The results are then presented 
using tables and graphics for easier interpretation. When accessing a database, marketers can use sensitivity analysis to ask 
“what if” questions to determine how hypothetical changes in product or brand drivers—the factors that influence the buying 


decisions of a household or organization—can affect sales. 


Traditional marketing research typically involves identifying possible drivers and then collecting data. For example, we might 
collect data to test the hypothesis that increasing couponing (the driver) during spring will increase trials by first-time buyers 
(the result). 


Page 97 


Data Mining and Predictive Modelling 


In contrast, data mining is the practice of examining large databases to find statistical relationships between consumer 
purchasing patterns. Some of these are common sense: Since many consumers buy peanut butter and grape jelly together, 
why not run a joint promotion between Skippy peanut butter and Welch’s grape jelly? But would you have expected that men 
buying diapers in the evening sometimes buy a six-pack of beer too? Supermarkets discovered this when they mined purchase 
data from checkout scanners. So they placed diapers and beer near each other, then placed potato chips between them—and 


increased sales on all three items! 


At 10 P.M., what is this man likely to buy besides these diapers? For the 
curious answer that data mining reveals, see the text. 


©Brent Jones 


Refinements in data mining and data analytics now permit marketers to actually foresee consumer behaviour using predictive 
modelling—statistical models that use data mining and probability analysis to foretell outcomes. These models contain a 


number of predictors, or variables, that affect the likelihood of future results. 


As an example, Target has used data mining to identify 25 products that, when bought together or over time, predict a 
woman’s likelihood of being pregnant as well as her child’s expected due date. To determine the probability of pregnancy, a 
woman’s purchase patterns, coupled with available demographic data, are linked to published baby registries. Predictive 
modelling shows that certain items are purchased in the first trimester, others in the second trimester, and still others in the 
third trimester, including the baby’s due date. For good measure, the buying of blue or pink items indicates a high probability 
of the child’s gender. Armed with this knowledge, Target is able to send product ads and coupons to mothers-to-be 


appropriate for each stage in her pregnancy.2? 
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For how much data mining and predictive modelling can reveal about you and your purchasing behaviour and a look at the 


ethical issues involved, see the Making Responsible Decisions box, l&n No More Personal Secrets: The Downside of Data 


Mining and Predictive Modelling. 


Making Responsible Decisions 


No More Personal Secrets: The Downside of Data Mining and 
Predictive Modelling? 


Amazon, Google, Yahoo!, eBay, YouTube, reputation.com ... yes... and Facebook and X, too! 


The common denominator for all these is sophisticated data mining techniques that reveal an incredible amount 
of personal information about almost anyone. Time journalist Joel Stein, using both online and offline sources, 
discovered how easily outsiders could find his U.S. Social Security number and then found a number of other 
things about himself—some correct, some not. 


For example, his data mining effort revealed that he likes hockey, rap, rock, parenting, recipes, clothes and 
beauty products, and movies. He makes most of his purchases online, averaging only $25 per purchase. He uses 


Facebook, LinkedIn, Pandora, and StumbleUpon. He bought his house in November, which is when his home 
insurance is up for renewal. His dad’s wife has a traffic ticket. 


Protecting your personal data... 


Rawpixel.com/Shutterstock 


And some sources predicted that he is an 18- to 19-year-old woman! For the record, Mr. Stein is not a teen, and he 
is a male. 


OK, OK, sometimes data mining and predictive modelling errors occur! 


These data are collected in many ways—from tracking devices on websites; to apps downloaded on a 
smartphone, PC, or tablet device that reveal a user’s contact list and location; to techniques that aggregate data 
from multiple online sources. 


These personal details have huge benefits for marketers, but do they invade a consumer’s privacy? Data mining 
and predictive modelling now enable companies to target individual consumers and facilitate the design of 
personalized product offerings. This involves using not only demographics such as age and gender but also 
“likes,” past buying habits, social media used, brands bought, TV programs watched, stores visited, and so on. 


Questions 


1. What are some of the sources of data mining that you use regularly online that may be capturing your personal 
information? 


2. Go to Et www.ghostery.com and find out what companies are grabbing your data when you visit a website. 


Analytics 


Analytics refers to the process of taking metrics data and applying smart thinking and technology to gain actionable insights 
that can help make better business decisions. An analytics platform helps show where the company is today, answers 
questions, provides customer insights, and predicts patterns that can improve marketing performance. Analytics can help 
segment customers, plan and forecast, manage risk, and take corrective action. It may start by mining data, analyzing the 
information, modelling the data to predict outcomes, and visualizing data with dashboards that appear in reports. 


Let’s look at two of the main categories of big data analytics: descriptive and predictive. 
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Descriptive Analytics 


Descriptive analytics focus on what has happened. It is the simplest and most common form of analytics. Web analytics, social 
analytics, and RFM (recency, frequency, and monetary value) analysis are descriptive. 


Web analytics is the measurement and analysis of website data, looking at elements such as visits, unique visitors, page views, 
time on site, traffic sources, referrals, and bounce rate. Google Analytics is an example of an excellent, free web analytics 
tool. 


Social analytics gains insights from social media interaction and social listening. Social media interactions, such as followers, 
views, comments, likes/unlikes, reach, shares, engagement, sentiment, conversion rates, and churn rate, are analyzed to 
determine the level of interaction with customers and the success of marketing programs on social platforms. 


Social listening pays attention to real-time public conversations on social networks to discover trends as well as common 
themes, attitudes, topics, and areas of interest. Social analytics can measure social media campaign performance, assess 
message resonation and amplification, determine a brand’s buzz level, and gauge sentiment toward a brand through words or 
images. It can identify key influencers, brand advocates, and opinion leaders, and it can interact in real time with consumers. 


There are many free and paid social analytics tools. Examples include Hootsuite, which provides a basic, free social analytics 
tool, as well as a more robust paid platform for businesses, and Salesforce Marketing Cloud, which is a paid social media 
analytics platform. Visit 


E www.hootsuite.com and www.salesforce.com/marketingcloud to see details about these services. 


An example of how big data analytics is used can be seen with RFM analysis (recency, frequency, and monetary value 
analysis). This approach can use automated software to classify customers on the basis of how recently products were 
purchased (recency), how often products were purchased (frequency), and the dollar value of the transactions (monetary 
value). Customers are scored using these attributes and then automatically ranked so that organizations can segment the 
market and tailor offers to different categories of consumers. 


Let’s think about how strategies can be created for specific segments. For customers who have purchased recently, who 
purchase frequently, and who spend at a high level, a company will want to create offers that will keep them coming back and 
keep them loyal. For customers who have purchased recently, who purchase frequently, but who spend at a low level, a 
company will want to keep them coming back—and increase the value of their purchases. 


Non-profit organizations often use RFM analyses to target people most likely to make donations. Customer relationship 
management (CRM) loyalty programs use these analyses to segment customers. Loyalty programs such as those from 
Shoppers Drug Mart and Loblaw use loyalty cards to collect ongoing customer purchase data, and then use data-mining 
techniques to customize offers based on past purchases. In this way, RFM analysis can be descriptive in that it captures data 
and then categorizes customers based on that data; it can also be predictive by determining the factors that drive purchases 


and linking these factors to future behaviour, which allows offers to be made based upon past behaviour,2? 


Predictive Analytics 


Predictive analytics combines data from varied sources to reveal patterns that are modelled to predict what might happen in 
the future. For example, data can be combined from CRM databases, social media analytics, marketing program metrics, 
customer service databases, and purchased data to reveal groupings of customers with common attitudes and purchase 
patterns. This information can then be used to predict future consumer behaviour and to customize offers for specific 
groupings. Data mining refers to the processing of large amounts of data using software to find insightful correlations and 
patterns that lead to better business decisions. 


Various companies provide data management and analytics services. Salesforce.com and IBM are examples, providing top- 
quality services that help transform data into actionable insights. Salesforce.com uses cloud-based platforms to help 
companies manage and use data from email, mobile, social media, customer service, sales, and CRM interactions. IBM has 
business intelligence products that allow users to collaborate, analyze, model, plan, and create reports. It has predictive 
analytics products that use statistical algorithms and data-mining techniques to predict outcomes, and it has performance 


management products that create integrated systems to increase performance. Leading-edge data management and analytics 


companies deal with these areas to help improve an organization’s performance.>! 
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Critical Thinking for Marketing 


1. What are the challenges of big data? 


2. What is an RFM analysis and how can it improve ROI? 


Metrics 


As introduced in [S Chapter 1, metrics refers to numeric data that is collected and grouped to track performance. Metrics are 
often presented in spreadsheets and dashboards to make the data easy to understand and interpret. Dashboards visualize data 
and key performance indicators (KPIs), using graphs, charts, and numbers, so numerical information tells a story that is 
insightful, easy to use, and understand. 


Digital Marketing Dashboard ©0009 Klipfolio‘ 
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Dashboards help marketers visualize metrics. 


Klipfolio Inc. 


Metrics data can come from a variety of sources, such as tracking data from websites, social media pages, call centre 
interactions, online ads, app downloads, webinars, and subscribers, as well as sales, costs, profits, and competitive and 
market growth data. Metrics data can measure elements such as revenue, market share, profit margins, buzz, sentiment, 
engagement, response rates, awareness levels, brand loyalty, retention rates, and a brand development index. Metrics data 


can point to return on investment, customer lifetime value, brand advocates, and sales conversion rates. |&' Figure 4-6 


describes a few rules that marketers can use to ensure that the metrics selected are relevant, measurable, and actionable. 


Figure 4-6 Rules of marketing metrics 


Metrics should be easy 


to understand. 


Metrics should be 
available on a regular 
basis. 


Metrics should be 


actionable and impact 


the business. 


The metrics you are monitoring should make sense to those collecting the data and 
those using the data. They should also be understood across the organization. 


Marketers should focus on data that are available regularly and can be tracked from 
one time period to the next. 


Seeing a metric decrease by 10 percent is important information to have and tells 
you that something is impacting your business. However, if you can’t determine why 


this decrease happened or take any action to improve that metric, then the metric 


alone is not valuable. 


Source: Linda J. Popky, “Identify the Marketing Metrics That Actually Matter,” Harvard Business Review, July 14, 2015, https://hbr.org/2015/07/identify-the-marketing-metrics-that-actually-matter. 


E Figure 4-7 provides a snapshot of key metrics that marketers often use to analyze performance. Importantly, companies 


frequently identify their specific metrics requirements and their key performance indicators to track and evaluate business 


results. Metrics are selected based on company protocols, normally based on the results needed to achieve business 


objectives. Marketers are often advised to use no more than five to seven key metrics to make the data focused, clear, and 


actionable. 


Figure 4-7 Key marketing metrics 


Website 
Visits 
Unique visitors 
Returning visitors 
Page views 
Time on site 
Traffic sources 
Referrals 
Bounce rates 
Return on investment 
(ROI) 


Ecommerce 


Purchases 

Purchase frequency 
Average order value 
Returns 

Churn rates 
Complaints 
Customer satisfaction 
Customer acquisition 
costs 

Conversion rates 
Customer lifetime 
value (CLV) 

Shopping cart 
abandonment 
Customer service 
calls 

Product reviews 
Return on investment 
(ROI) 


Online Ad 
Campaigns 


Reach 

Impressions 
Engagement 

Dwell time 
Search/display 
overlap 
Conversions 

Cost per click (CPC) 
Cost per thousand 
views (CPM) 
Click-through rates 
(CTR) 

Cost per conversion 
(CPC) 

Keywords 

Return on investment 
(ROI) 


Social Media 


Demographics 
Followers 

Views 
Comments 
Likes/unlikes 
Post reach 
Shares 
Sentiment 
Engagement 
Conversion rates 
Churn rate 
Visitor frequency 
Return on investment 
(ROI) 
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Email 
Programs 


Sent and 
delivery 
rates 
Open rates 
Forward 
rates 
Click- 
through 
rates 
Bounce 
rates 
Subscribe 
rates 
Unsubscribe 
rates 
Complaints 
Email 
revenue 
Lead 
generation 
Return on 
investment 


Website 


Brand Health 


Sales 

Growth rates 
Market share 
Awareness levels 
Brand loyalty 

Brand trial rates 
Repeat purchase 
rates 

Brand development 
index (BDI) 
Category 
development index 
(CDI) 

Profitability trends 
Return on investment 
(ROI) 


Ecommerce 


Financial 


Sales/revenue 
Cost of goods sold 
Gross margins 
Profit margins 
Marketing 
expenditures 
Earnings before 
income and taxes 
(EBITA) 

Return on investment 
(ROI) 


Online Ad 
Campaigns 


Customer 
Relationship 
Management (CRM) 
Prospects and leads 

Conversion rates 
Retention rates 
Churn rates 
Engagement 

Cost per acquisition 
(CPA) 

Cost per interaction 
Share of wallet 
Customer lifetime 
value (CLV) 

Return on investment 
(ROI) 


Social Media 


Offline Ad 
Campaigns 
Awareness 
Recall (aided and 
unaided) 
Share of voice 
Clarity of 
communication 
Memorable elements 
Reach 
Frequency 
Gross rating points 
(GRP) 
Impressions 
Cost per impression 
(CPI) 
Cost per thousand 
(CPM) 
Return on investment 
(ROI) 


Email 
Programs 
(ROI) 


Public 
Relations 


Interviews 
Press 
releases 
Journalist 
inquiries 
Events and 
conferences 
Share of 
voice 
Impressions 
Audience 
Reach 
Coverage 
Message 
impact 
Mentions 
Advertising 
value 
equivalency 
(AVE) 
Return on 
investment 
(ROI) 


Let’s look at brand health metrics as an example of how metrics are used. Two key drivers are market share and the brand 


development index. Market share is the percentage of sales volume for a product, relative to the entire sales volume of the 


category in which it competes. A car brand sold in Canada, for example, may have a market share of 17 percent, meaning 


that 17 percent of all car sales in Canada are attributed to this brand. This is a useful metric when tracked over time and 


compared to competitive market share levels. 


Brand development index (BDI) shows how well a brand’s sales are developed in a region relative to the region’s population 


size. It is the percentage of total brand sales in a particular region relative to the percentage of the country’s population in 


that region. This is a useful metric when trying to determine regional growth opportunities for a brand. For example, let’s 


assume that the same car brand has 30 percent of its sales in Ontario. However, 38.5 percent of Canada’s population is in 
Ontario,22 The BDI is calculated by dividing 30 percent by 38.5 percent to achieve a BDI of 77.9. Regions with a BDI below 
100 may have an opportunity for growth, while regions with a BDI greater than 100 could be seen as doing very well, with 


less opportunity for significant future growth. 
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Critical Thinking for Marketing 


Present the Findings 


Findings should be clear and understandable from the way the data are presented. Managers are responsible for actions. 
Often it means delivering the results in clear pictures and, if possible, in a single page. 


The consultant gives the answers to their questions using the marketing dashboards. 


Step 5: Take Marketing Actions 


5 J Effective marketing research doesn’t stop with findings and recommendations— 
someone has to identify the marketing actions, put them into effect, and monitor how the 


decisions turn out, which is the essence of Step 5. 


Make Action Recommendations 


Teré Carral, the marketing manager for Tony’s Pizza, meets with her team to convert the 
marketing research findings into specific marketing recommendations with a clear objective: 
target households with children ages 6 to 12 to reverse the trend among this segment and 
gain strength in one of the most important segments in the frozen pizza category. Her 


recommendation is to develop: 
e An advertising campaign that will target children 6 to 12 years old. 
e A monthly promotion calendar with this age group target in mind. 


e A special event program reaching children 6 to 12 years old. 


Implement the Action Recommendations 


As her first marketing action, Teré undertakes advertising research to develop ads that 
appeal to children in the 6- to12-year-old age group and their families. The research shows 
that children like colourful ads with funny, friendly characters. She gives these research 
results to her advertising agency, which develops several sample ads for her review. Teré 
selects three that are tested on children to identify the most appealing one, which is then 


used in her next advertising campaign for Tony’s Pizza. 


Evaluate the Results 


Evaluating results is a continuing way of life for effective marketing managers. There are 


really two aspects to this evaluation process: 


e Evaluating the decision itself. This involves monitoring the marketplace to determine if 
action is necessary in the future. For Teré, is her new ad successful in appealing to 6- to 
12-year-old children and their families? Are sales increasing to this target segment? If this 
strategy has been successful, Teré should add more follow-up ads with colourful, funny, 
friendly characters. 

e Evaluating the decision process used. Was the marketing research and analysis used to 
develop the recommendations effective? Was it flawed? Could it be improved for similar 
situations in the future? Teré and her marketing team must be vigilant in looking for ways 
to improve the analysis and results—to learn lessons that might apply to future marketing 


research efforts at Tony’s. 


Again, systematic analysis does not guarantee success. But, as in the case of Tony’s Pizza, it 


can improve a firm’s success rate for its marketing decisions. 


Critical Thinking for Marketing 


1. In the marketing research for Tony's Pizza, what is an example of (a) a finding and (b) 
a marketing action? 


2. In evaluating marketing actions, what are the two dimensions on which they should be 


evaluated? 
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The Future of Market Research 


In today’s world of big data, marketers have extensive information on consumers, the 
competition, and the market. This information can come from secondary sources or primary 
sources and is used to help marketers make fact-based decisions. Technology is facilitating 
the gathering and sifting of this information, using analytics platforms to flag issues and 
highlight opportunities for marketers. Technology permits marketers to constantly monitor 
the environment to flag opportunities or threats. Market research projects are sometimes 
needed to reveal further insights, and these projects increasingly use the Internet to discern 


attitudes and opinions. 


The future of market research sees a continued growth in online market research approaches 
as well as the increased use of analytics platforms to help manage big data and obtain 
insights. Organizations are expected to increasingly invest in technology and training 
programs that will help marketers to focus on meaningful, actionable data. Organizations 
will come to realize that actionable data and data-savvy employees are among their most 


valuable assets and will invest in these areas. 


The trajectory of digital marketing will change due to the metaverse. The fusion of many 
virtual worlds and the Internet results in the creation of the metaverse, a shared virtual 
environment. It is a theory that has received a great deal of attention lately, and many 
experts believe it will have a big impact on a variety of different industries, including digital 


marketing. 


One potential consequence of the metaverse on digital marketing is the capacity to build 
immersive, interactive experiences for users. By developing virtual worlds that enable users 
to interact with products and services in a more dynamic and realistic way, marketers may 
be able to engage consumers more meaningfully. Overall, the metaverse has the power to 
completely change the way that digital marketing is carried out by giving advertisers 
additional venues and tools to interact with customers and collect useful data. However, 


because it is still a novel idea, it is unclear exactly how it will affect the sector over time.?° 


Ethically and legally, marketers and market research practitioners will need to keep 


consumers’ privacy top of mind. Privacy laws in Canada require businesses to comply with 


the Personal Information Protection and Electronic Documents Act (PIPEDA) as well as 
Canada’s anti-spam legislation (CASL). You can read more about these areas in 

Chapter 2 where marketing regulations are discussed in detail. Marketers are well advised 
to check the latest privacy legislation and anti-spam laws in Canada at the Canadian 
Marketing Association’s (CMA) website at i www.the-cma.org, the CASL website at 1E 
http://fightspam.gc.ca, and the Office of the Privacy Commissioner of Canada at 
www.priv.gc.ca. Experts in marketing law should be consulted to ensure that market research 


practices are legal. 


Market researchers are also well advised to visit the website of the Marketing Research and 
Intelligence Association (MRIA) of Canada at |= http://mria-arim.ca, a not-for-profit 
association that represents all aspects of the market intelligence and survey research 
industries, including social research, competitive intelligence, data mining, insight, and 
knowledge management. It provides education for market researchers, publishes a market 


research magazine, and provides a wealth of information to its members. 


Sales Forecasting Techniques 


6 d Forecasting or estimating potential sales is often a key goal in a marketing 
research study. Good sales forecasts are important for a firm as it schedules production. The 
term sales forecast refers to the total number of a product that a firm expects to sell during a 
specified time period under specified environmental conditions and its own marketing 
efforts. For example, Canada Goose cut their annual sales forecast in early 2023 due to 
reduced store traffic as a result of a spike in COVID-19 infections in China, and reduced 


spending power in North America in view of rising inflation.>4 


Three main sales forecasting techniques are often used: (1) judgments of the decision maker, 
(2) surveys of knowledgeable groups, and (3) statistical methods. 


Judgments of the Decision-Maker 


Probably 99 percent of all sales forecasts are simply the judgment of the person who must 
act on the results of the forecast—the individual decision-maker. A direct forecast involves 
estimating the value to be forecast without any intervening steps. Examples appear daily: 
How many litres of milk should I buy? How much money should I withdraw at the ATM? 


How might a marketing manager for the New Balance 
Zante running shoe create a sales forecast through 
2025? Read the text to find out. 

©McGraw-Hill Education 


A lost-horse forecast involves starting with the last known value of the item being forecast, 
listing the factors that could affect the forecast, assessing whether they have a positive or 
negative impact, and making the final forecast. The technique gets its name from how you’d 
find a lost horse: Go to where it was last seen, put yourself in its shoes, consider those 
factors that could affect where you might go (to the pond if you're thirsty, the hayfield if 


you're hungry, and so on), and go there. 
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For example, New Balance recently introduced its Fresh Foam Zante, a shoe with an 
optimal balance between cushioning and stability. It is designed to be a lighter, better fitting, 
and functionally enhanced shoe. Suppose a New Balance marketing manager in early 2023 
needs to make a sales forecast through 2025. She would take the known value of 2022 sales 
and list positive factors (Road Shoe of the Year Award, positive wear-tester comments) and 
the negative factors (increased competition, slow economic growth) to arrive at the final 
sales forecast. 


Surveys of Knowledgeable Groups 


If you wonder what your firm’s sales will be next year, ask people who are likely to know 
something about future sales. Two common groups that are surveyed to develop sales 


forecasts are prospective buyers and the firm’s salesforce. 


A survey of buyers’ intentions forecast asks prospective customers if they are likely to buy the 
product during some future time period. For industrial products with few prospective 
buyers, this can be effective. There are only a few hundred customers in the entire world for 
Boeing’s large airplanes, so Boeing surveys them to develop its sales forecasts and 


production schedules. 


A salesforce survey forecast involves asking the firm’s salespeople to estimate sales during a 
forthcoming period. Because these people are in contact with customers and are likely to 
know what customers like and dislike, there is logic to this approach. However, salespeople 
can be unreliable forecasters—painting too rosy a picture if they are enthusiastic about a new 


product or too grim a forecast if their sales quota and future compensation are based on it. 


Statistical Methods 


The best-known statistical method of forecasting is trend extrapolation, which involves 
extending a pattern observed in past data into the future. When the pattern is described with 
a straight line, it is linear trend extrapolation. Suppose that in early 2000 you were a sales 
forecaster for the Xerox Corporation and had actual sales data running from 1988 to 1999 
(see re Figure 4-8). Using linear trend extrapolation, you draw a line to fit the past sales data 
and project it into the future to give the forecast values shown for 2000 through 2020. 


Figure 4-8 Linear trend extrapolation of sales revenues at Xerox, made 
at the start of 2000 
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If in 2018 you want to compare your forecasts with actual results, you are in for a surprise, 
one that illustrates the strength and weakness of trend extrapolation. Trend extrapolation 
assumes that the underlying relationships in the past will continue into the future, which is 
the basis of the method’s key strength: simplicity. If this assumption proves correct, you have 
an accurate forecast. However, if this proves wrong, the forecast is likely to be wrong. In this 
case, your forecasts from 2000 through 2017 were too high, as shown in lS Figure 4-8, 
largely because of fierce competition in the photocopying industry. 


Critical Thinking for Marketing 


1. What are the three kinds of sales forecasting techniques? 
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Summary...just the facts 


1 d e Marketing research is done because it reduces risk by providing the vital information to help marketing 
managers understand the wants and needs of consumers and translate them into marketing actions. 


2 d e Marketing researchers engage in a five-step decision-making process to collect information that will improve 
marketing decisions. The first step is to define the problem, the second step is to develop the research plan, the third 
step is to collect the relevant information, the fourth step is to develop findings from the marketing research data 
collected, and the fifth step is to take marketing actions. 


3 y e Secondary data have already been recorded prior to the start of the project and primary data is collected 
specifically for the project. 


4 d e Marketing researchers observe people in various ways; such as electronically using Nielsen people meters to 
measure TV viewing behaviour or personally using mystery shoppers or ethnographic techniques, ask questions using 


questionnaires, utilize panels to see if behaviours change, and experiments to measure the effect of marketing 
variables. 


5 d e Market research, metrics, and analytics are used by marketers to help gather data and obtain insights. 
Metrics use numeric data to track performance. Analytics applies smart thinking and technology to metrics data to 
gain actionable insights. 


6 d e Sales forecasts can be developed by using the judgments of the decision-maker, surveys of knowledgeable 
groups, or statistical methods which extend a pattern observed in past data into the future. 


Key Terms and Concepts...a refresher 


brand development index (BDI) 
constraints 

data 

data mining 

descriptive analytics 
experiment 

focus groups 

in-depth interviews 
information technology 
key performance indicators (KPIs) 
market share 

marketing research 
measures of success 
non-probability sampling 
objectives 

observational data 
omnibus survey 

panel 

predictive analytics 
predictive modelling 
primary data 

probability sampling 
questionnaire data 

RFM analysis 

sales forecast 

sampling 

secondary data 

social analytics 

social listening 

test market 


web analytics 


Hands-on... APPLY YOUR KNOWLEDGE 


Market Research Assignment The course you are completing may require you to submit a report on the marketing of a 
product. Navigate your way to the online research sources identified in the Marketing Matters box, (2) Online Databases 
and Internet Resources Useful to Marketers, to review and collect secondary data on your product, the industry it 
competes in, and its target market. Summarize and source your findings with bullet points for future reference. 


Chapter Vignette... ACTIVITY 


This chapter’s opening vignette examines how Canadian Tire Corporation is leveraging their Triangle Rewards loyalty 
program to increase customer loyalty and sales. Applying the marketing research process, recommend a potential new 
product that Canadian Tire should expand into. What are the key sources of secondary data that they should consider? 
Review the company’s website at 


i5 canadiantire.ca. 
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Marketing YOU 


Research data helps organizations know what they are good at, informing their business decisions. Similarly, research 
data can help you to know what you are good at, informing your career decisions. All of us have different strengths or 
what we are naturally good at. 


How do we determine what we are good at? 
1. An assessment or questionnaire can help you to identify your strengths and natural abilities. Consult your career 
centre to find out what assessments are available for you to take. 


2. A market researcher who reviews past data is looking for patterns in the data. You can review your past 
accomplishments to identify patterns to reveal your unique strengths and qualities. 


Complete the activity to identify Five Strengths or Qualities and add this information to Circle 2 of your (S ikigai 
diagram, What You Are Good At. 


Activity: 

1. Review your own past data by recalling a situation when you accomplished something that you were proud of. It could 
have happened at school, work, while volunteering, or in the community. It was a time when your energy was high, 
you felt engaged, inspired, and you were in the “flow.” It was something you loved doing. Write out a description of 
that situation. Analyze the situation by breaking down the steps you used to accomplish this success. How did you 
tackle the project? What unique skills or strengths did you use? To help you identify patterns, look at another past 
accomplishment and analyze the skills you used to accomplish that task. 


2. Conduct primary research by asking your friends and family to share their feedback on what they perceive your 
strengths or best qualities to be. 


3. Based on the answers to questions 1 and 2, list the top five strengths or qualities that you have identified. 


Add these five strengths to your Æ ikigai diagram in Circle 2, What You Are Good At. 


Chapter 5 


Marketing to Organizations 


D DURRELL 
COMMUNICATIONS 


(left) Gorodenkoff/Shutterstock; (right) Durrell Communications 
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Identify the distinguishing characteristics of industrial, reseller, government, and non-profit 
markets and how they are measured 

Describe the importance of content marketing to business-to-business (B2B) marketers 
Explain which key characteristics of organizational buying make the process different from 
consumer buying 

Describe how buying centres and buying situations influence organizational purchasing 
Outline the process of business segmentation 

Explain the growing importance of and the approaches to online buying for industrial, reseller, 
and government markets 


CHAPTER OUTLINE 


= Communication is key 


= The nature and size of organizational markets 


= Measuring industrial, reseller, government, and non-profit markets 


= Characteristics of organizational buying 


= The organizational buying process and the buying centre 


= Business market segmentation 


= Online buying in organizational markets 


CHAPTER FEATURES 


Beneficial Corporations 


The impact of Certified B Corporations and consumer decisions. 


Marketing Mishaps in the Global Economy 


Explore the perception of different cultures on marketing plans. 


Business partners that make business better are assets to organizations. Not only can good business partners enhance 
performance, they can help companies to react to changing market conditions. Strong marketing toward these 
organizations also helps potential business partners market appropriately to their prospective clients, and address their 
needs. 


Glossophobia, the fear of public speaking, is a common fear among Canadians. Being anxious before having to share 
your thoughts in front of others seems only natural whether you are a student delivering a class presentation or an 
executive sharing your expertise on the evening news. Fortunately, organizations like Durrell Communications can 
prepare current and future business leaders for their time in the spotlight. 


Chief Executive Officer Melissa Durrell is a former TV journalist who works one-on-one or in group sessions to improve 
peoples’ communication skills. The organization manages media relations, corporate communications, public relations, 
and content creation for a number of clients. 
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“We understand exactly what the media is looking for,” says Melissa. “We develop the right strategy for your 
organization before implementing the right actions to engage the media for local, national, and global coverage.” 


Durrell Communications brings a great deal of value to companies looking to raise awareness of their organizations and 
prepares their key spokespeople with the tools necessary to represent their companies well. Durrell Communications 
brings a strong balance of strategy and execution to their day-to-day interactions with their clients and the communities 
they serve. 


Since the organization brings such a strategic advantage to its clients, Durrell Communications ensures its clients receive 
its services exclusively within the client's own sector. Although this limits the number of companies the organization can 
serve in a particular industry, it makes the marketing process to prospective clients easier. “We want our clients to have a 
unique advantage while working with us,” says Melissa. 


Marketing to businesses has similarities to marketing to consumers; however, there are some important differences. “In a 
business, multiple people can be involved in the decision-making process,” says Melissa. Deciders must consider the 
opinions of the people in the organization who will use the product along with the people in the organization with 
specialized knowledge. 


Businesses also have organizational buying objectives and buying criteria. Understanding those needs is essential for 
marketing to businesses. 


Furthermore, business-to-business marketing doesn’t end after the initial sale. Many companies like Durrell 


Communications will have the opportunity to renew contracts, or modify contracts, to enhance the services they offer.! 


As you read Chapter 5, refer back to the Durrell Communications vignette to answer the following 
questions: 


e How is marketing to businesses different than marketing to individuals? 


e How would the North American Industry Classification System (NAICS) benefit Durrell 
Communications in ensuring there are no conflicts among its clientele? 


Page 110 


The Nature and Size of Organizational 
Markets 


1 d Effective marketers have a clear understanding of buying behaviour. Effective 
business marketers also have an understanding of organizational markets. Also referred to as 
business-to-business (B2B) marketing, business marketing is the marketing of products to 
companies, governments, or non-profit organizations for use in the creation of goods and 
services that they then produce and market to others. 2 Many firms engage in business 
marketing, so it is important to understand the buying behaviour of organizational buyers, as 
it differs from consumer buying behaviour. Marketing plans are important as road maps for 
firms selling industrial products, just as they are for companies that sell consumer products. 


iE Chapter 15 describes marketing plans in greater detail. 


Organizational buyers are those manufacturers, wholesalers, retailers, and government 
agencies that buy goods and services for their own use or for resale. For example, these 
organizations buy computers and smartphones for their own use. Manufacturers buy raw 
materials and parts that they reprocess into the finished goods they sell, and wholesalers and 
retailers resell the goods they buy without reprocessing them. Organizational buyers include 


all buyers in a nation except ultimate consumers. 


These organizational buyers purchase and lease large volumes of equipment, raw materials, 
manufactured parts, supplies, and business services. They often buy raw materials and parts, 
process them, and sell them. This upgraded product may pass through several different 
organizations (as it is bought and resold by different levels of manufacturers, distributors, 
wholesalers, and retailers) before it is purchased by the final organizational buyer or final 
consumer. So the total purchases of organizational buyers in a year are far greater than those 


of ultimate consumers. 


MARKETING TIP 


“In a business, multiple people can be involved in the decision-making 
process.” 


- Melissa Durrell, chief executive officer, Durrell Communications 


With the various industries that a business can sell to, including construction, 

manufacturing, wholesale trade, retail trade, and public administration, the Government of 
Canada offer resources to navigate business and industry. To better understand the different 
needs, and approaches to serve these businesses, organizational buyers can be divided into 


four different markets: industrial, reseller, government, and non-profit markets. 


Industrial Markets 


Industry Canada notes there are over 2.4 million business locations in Canada. These 
industrial firms in some way reprocess a product or service they buy before selling it again to 
the next buyer. For example, there are many suppliers that sell to car companies. Although 
the consumer purchases one consumer product (i.e., the car), the automobile company 
purchases parts from many suppliers just to make that one vehicle. There are suppliers for 
such parts as steering wheels, brakes, doors, tires, seats, and so on. The business market 


involves more purchases and dollars than the consumer market. 


The importance of services in Canada today is emphasized by the composition of the 
industrial markets. Primary industries (e.g., agriculture, fishing, mining, and forestry), 
utilities, manufacturers, and construction firms sell physical products. The service market 
sells diverse services such as legal advice, auto repair, and dry cleaning, and includes 
organizations such as finance, insurance, and real estate businesses; transportation, 
communication, and public utility firms; and non-profit associations. Furthermore, there are 


over 1.1 million small businesses in Canada defined as having fewer than 100 employees.” 


Car manufacturers are part of the industrial market. 


©Bill Pugliano/Stringer/Getty Images 


Reseller Markets 


Wholesalers and retailers that buy physical products and sell them again without any 
reprocessing are resellers. In Canada, there are over 200,000 retailers and over 65,000 
wholesalers. Some of the largest Canadian-owned retailers in Canada include 
Loblaw/Shoppers Drug Mart, Alimentation Couche-Tard, Empire Company Limited 
(Sobeys), Metro, and Canadian Tire. This chapter focuses on how resellers act as 


organizational buyers and make decisions on which products they choose to carry. 


Page 111 


Government Markets 


Government units are the federal, provincial, regional, and municipal agencies that buy goods 
and services for the constituents that they serve. With a spending budget of over $280 
billion in 2013, the federal government is a major customer, possibly the largest in Canada. 
To hold itself accountable, it created an online database to explain where taxpayer dollars 


are going.4 


In addition to specialized purchases for the military, government agencies also buy almost 
everything that regular consumers buy, from toilet paper to chewing gum to cars for federal 
prisons, hospitals, and schools. At the federal government level, the bulk of the purchasing 
is done by Public Works and Procurement Canada. Provincial and municipal governments 


typically have government departments that do the buying for them. 


As well, hundreds of government departments, agencies, and Crown corporations (owned 
by the government on behalf of the people of Canada) such as CBC, VIA Rail, and the 
Royal Canadian Mint purchase supplies and services they need to operate. An example of a 
company that has been selected during the government procurement process is Bombardier. 
Over the years, it has produced regional aircraft, business jets, mass transportation 
equipment such as subways and passenger rail vehicles, and recreational equipment. Many 


of its sales are to governments. 


Seaspan is an association of Canadian companies that are primarily involved in shipbuilding 
services and coastal marine transportation in Western North America. In May 2019, Prime 
Minister Justin Trudeau announced that up to 16 new Coast Guard ships would be built at 
Seaspan’s Vancouver shipyards. The new ships will be used for a variety of missions, 
including offshore search and rescue, and are part of Canada’s National Shipbuilding 
Strategy. 


w seaspan 


Seaspan's Vancouver shipyards are part of Canada's 
National Shipbuilding Strategy. 
©Darryl Dyck/The Canadian Press 


Along with Seaspan, Canada’s National Shipbuilding Strategy involves the Irving Shipyards 
in Halifax. Seaspan and Irving were selected in 2011 to build new vessels for the Coast 
Guard and Navy. Although Seaspan currently employs 1,200 employees at its Vancouver 
shipyards, the Canadian government believed additional options were needed. This is an 
example of how important supply chain management is in an organization and how 
demands on a supply chain may require purchasers to look for alternatives. It also highlights 
that the ability to conform to an organization’s buying criteria and meeting required delivery 
schedules are crucial in marketing to organizations. 


Because of the nature and size of business markets, it is essential for organizations to be 
diligent about how their organizations are protected. Information held by these 
organizations can be targeted by criminals. According to Statistics Canada, Canadian 


businesses reported spending over $10 billion on cyber security in 2021. 


Non-profit Organizations 


Organizations that do not have financial profit as a goal and that seek to provide goods and 
services for the good of society, are called non-profit organizations. They are also known as 

charitable organizations, and some 83,000 of them are registered with the Canada Revenue 
Agency.® Tax advantages make it beneficial for this type of organization to register with the 


federal government. 


You are probably familiar with many non-profit organizations. Were you a member of the 
Boy Scouts or Girl Guides? Have you participated in a Canadian Cancer Society run or 
marathon? Have you been asked for a donation to the United Way? Hospitals, arts 
organizations, cultural groups, and some research institutes can be classified as non-profit 
organizations. In your school, you may have a foundation office that raises money for 
student awards and aid; this too is a non-profit organization. In the past, marketing in these 
organizations has been limited, but increasingly they are adopting the same types of 
marketing techniques that other business firms employ, and with good success. As 
purchasers, this sector of business buys a wide array of goods and services to conduct their 


operations. 
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Helping Feed the World 


Canada is in the top 10 of exporters of agricultural products. 


1. European Union 6. Indonesia 
2. United States 7. Thailand 
3. Brazil 8. Australia 
4. China 9. India 

5. Canada 10. Argentina 


Source: “World Trade Statistical Review: 2018,” World Trade Organization. Retrieved from 
www.wto.org/english/res_e/statis_e/wts2018_e/wts2018_e.pdf. 


Measuring Industrial, Reseller, Government, and 
Non-profit Markets 


The measurement of industrial, reseller, government, and non-profit markets is an important 
first step for a firm interested in determining the size of one, two, or all of these markets in 
Canada and around the world. This task has been made easier with the North American 
Industry Classification System (NAICS).’ NAICS provides common industry definitions for 
Canada, Mexico, and the United States, which facilitate the measurement of economic 
activity in the three member countries of the Canada-United States-Mexico 

Agreement (CUSMA). NAICS replaced the Standard Industrial Classification (SIC) 
system, a version of which had been in place for more than 50 years in the three CUSMA 
member countries. The SIC neither permitted comparability across countries nor accurately 
measured new or emerging industries. Furthermore, NAICS is consistent with the 
International Standard Industrial Classification of All Economic Activities, published by the 


United Nations, to help measure global economic activity. 


NAICS groups economic activity to permit studies of market share, demand for goods and 
services, competition from imports in domestic markets, among others. NAICS designates 
industries using a six-digit numerical coding system. The first two digits designate a sector of 
the economy, the third digit designates a subsector, and the fourth digit represents an 
industry group. The fifth digit indicates a specific industry and is the most detailed level at 
which comparable data is available for Canada, Mexico, and the United States. The sixth 
digit categorizes individual country-level national industries. 9 Figure 5-1 presents an 
abbreviated breakdown within the Arts, Entertainment, and Recreation sector (code 71) to 


illustrate the classification scheme. 


NAICS 


™ 


The North American Industry Classification System 
(NAICS) provides common industry definitions for 
Canada, Mexico, and the United States. 


U.S. Department of Commerce 


Figure 5-1 NAICS breakdown for the Arts, Entertainment, and Recreation sector: 
NAICS code 71 (abbreviated) 
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Source: Statistics Canada 
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Content Marketing 


2 d Because of the lengthy process for making decisions, as well as the extensive 
research required by businesses before decisions are made, companies like Durrell 
Communications, discussed in the opening vignette, help clients create and adopt effective 
content marketing strategies. Content marketing keeps potential customers engaged by 


ensuring that relevant and valuable content is available at various touch points. 


Content marketing began when organizations were able to print media and share it among 
masses. It became more prevalent as a marketing strategy in the 1990s, as technology 
enabled organizations to share information through websites and email. With social media, 
and other means to capture the attention of consumers, the importance of content 
marketing continues to increase. In fact, nine out of ten business to business (B2B) 
marketers use content marketing tactics; that is, they will choose various ways to reach their 


target audiences, including social media, enewsletters, videos, and research reports. 


Web communities have emerged as business enablers for B2B marketing. By creating 
interactive and collaborative environments, social media have become the go-to resource for 
B2B customers, not only to share feedback about companies they are doing business with 
but also to monitor discussions about products and services they are considering. The 
control of a B2B company’s brand is rapidly changing from corporate marketing 
departments to the customer-to-customer conversations taking place on social media 


networks. 


Not surprisingly, customers recognize their growing influence and realize the impact of their 
praise or, more importantly, their criticism on a company. Businesses of all sizes are 
learning the importance of listening, rather than preaching, in order to acquire and retain 
their customers. Customers using social media are not interested in vague and 


impersonalized advertising and sales pitches. 


This new environment creates big challenges but also incredible opportunities for B2B sales. 
Sales professionals can no longer completely rely on traditional email and cold-calling 
campaigns. Companies like Contently offer companies content marketing solutions to help 


keep business customers engaged. 


Working with Contently allows business sales professionals to gain timely and relevant 
insights about their customers as well as engage at a very deep and personal level—two huge 
boons to the B2B sales process. Thanks to social media monitoring and conversation, 
individuals within an organization have the ability to champion the identity of their 


corporate brand. 


Social media is just one tactic in content marketing. In 2013, Xerox was recognized for its 
content marketing thought leadership as it expanded into the health care industry. The 
HealthBiz Decoded website was launched by Xerox and filled with articles from Xerox 
subject matter experts and freelance journalists. The end result is a digital magazine that 
hosts videos and infographics to enhance the content. It is a subtle but effective strategy for 
Xerox to show it is not just a copier company; it is a company that is an effective service 
provider. Recently, Xerox has worked with the technology solutions company Contently to 
help rebrand itself.8 


B2B marketers can prompt audiences to act by implementing an effective content marketing 
strategy, so companies may now spend approximately a quarter of their marketing budgets 
on getting content marketing right for each audience. Since technology and talent are now 
readily available to most organizations, there is tremendous value to a company to get its 


message right and keep it relevant. 


Not only has technology allowed businesses to reach other businesses through a variety of 
channels, it has provided the opportunity for regular feedback. By tracking usage and views, 
B2B marketers can adjust content accordingly to make information for clients more and 


more relevant 


Characteristics of Organizational Buying 


3 d Organizations are different from individuals in the way they purchase goods and services, so buying for an 


organization is different from buying for yourself and your family. In both cases, the objective in making the purchase is to 


solve the buyer’s problem—to satisfy a need or want. Unique objectives and policies of an organization put special constraints 


on how it makes buying decisions. Understanding the characteristics of organizational buying is essential in designing 


effective marketing programs to reach these buyers. Key characteristics of organizational buying are listed in © Figure 5-2 


and discussed next. 10 


Figure 5-2 Key characteristics of organizational buying behaviour 


Characteristics 


Market characteristics . 


Product or service . 


characteristics 


Buying process . 


characteristics 


Marketing mix 
characteristics 


Derived Demand 


Dimensions 


Demand for industrial products is derived. 

The number of business customers is typically small, and their purchase orders 
are typically large. 

Products or services are technical in nature and purchased on the basis of 
specifications. 

Many goods purchased are raw or semi-finished. 

Heavy emphasis is placed on delivery time, technical assistance, and postsale 
service. 


Technically qualified and professional buyers follow established purchasing 
policies and procedures. 

Buying objectives and criteria are typically spelled out, as are procedures for 
evaluating sellers and their products or services. 

There are multiple buying influences, and multiple parties participate in purchase 
decisions. 

There are reciprocal arrangements, and negotiation between buyers and sellers 
is commonplace. 

Online buying over the Internet is widespread. 

Personal selling to organizational buyers is used extensively, and distribution is 
very important. 

Advertising and other forms of promotion are technical in nature. 

Price is often negotiated, evaluated as part of broader seller and product or 
service qualities, and frequently affected by quantity discounts. 


Consumer demand for products and services is affected by their price and availability, and by consumers’ personal tastes and 


discretionary income. By comparison, industrial demand is derived. Derived demand means that the demand for industrial 


products and services is driven by, or derived from, demand for consumer products and services, as demonstrated in 


LE Figure 5-3. For example, the demand for Weyerhaeuser’s pulp and paper products is based on consumer demand for 


products like newspapers, Domino’s “keep warm” pizza boxes, FedEx packages, and disposable diapers. 
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Derived demand is often based on expectations of future consumer demand. For instance, Whirlpool purchases parts for its 
washers and dryers in anticipation of consumer demand, which is affected by the replacement cycle for these products and 
by consumer income. Another example of derived demand is the car industry. Demand for auto parts is driven by new car 
sales. Magna International Inc., a Canadian company based in Aurora, Ontario, is Canada’s largest automobile parts 


manufacturer and one of the country’s largest companies. 


Figure 5-3 Direct versus derived demand 


newspapers ant 


Direct demand 


Direct demand 


DERIVED DEMAND 


Direct demand 


r raw logs (to m 


Inelastic Demand 


Inelastic demand means that regardless of whether there is an increase or decrease of the price of a B2B product, customers 
will buy the same quantity. For example, if the price of brake pads goes up, a car manufacturer will still order the same 
quantity. A single business product, such as a brake pad, is only one of many parts that go into making the final product, and 


is only a minor portion of the price of the car. 


Fluctuating Demand 


Small changes in demand for consumer products can result in large increases or decreases in demand for the facilities and 
equipment needed to make the consumer product. This is referred to as fluctuating demand. A product’s life expectancy also 
has a bearing on this type of demand. For example, business products such as large machinery are purchased infrequently. 
Demand for such products can be high one year when they are wearing out but low in the following year if the old machinery 


is operating satisfactorily. 
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The number of potential buyers of magnetic resonance imaging (MRI) 
scanners is limited. 


@©alvarez/Getty Images 


Size of the Order or Purchase 


The size of the purchase involved in organizational buying is typically much larger than that in consumer buying. The dollar 
value of a single purchase made by an organization often runs into the millions of dollars. For example, cities with transit 
systems need to keep their buses up-to-date and functioning for their patrons. In 2019, the British Columbia government 
provided $79 million in joint funding to purchase 118 new buses in Victoria. In 2022, the Government of Canada planned to 
invest up to $750 million to support municipalities facing transit operating shortfalls. And, in 2022, the Toronto Transit 
Commission (TTC) set aside $688 million to purchase 600 new buses including 300 hybrid buses and 300 all-electric buses 


from New Flyer Industries. 


xcelsior 
HYBRID-ELECTRIC 


oy 


New Flyer Industries markets to organizational buyers such as the Toronto 
Transit Commission (TTC). 
© 2023 New Flyer 


With so much money at stake, most organizations place constraints on their buyers in the form of purchasing policies or 
procedures. Buyers must often get competitive bids from at least three prospective suppliers when the order is above a 
specific amount, such as $5,000. When the order is above an even higher amount, such as $50,000, it may require the review 
and approval of a vice-president or even the president of the company. Knowing how the size of the order affects buying 
practices is important in determining who participates in the purchase decision and makes the final decision, as well as the 
length of time required to arrive at a purchase agreement. 


Number of Potential Buyers 


Firms selling consumer products or services often try to reach thousands or millions of individuals or households. For 
example, your local supermarket or bank probably serves thousands of people, and Kellogg tries to reach millions of 
Canadian households with its breakfast cereals and probably succeeds in selling to a third or half of these in any given year. 
In contrast, firms selling to organizations are often restricted to far fewer buyers. Bombardier Aerospace can sell its 
Challenger business jets to a few thousand organizations throughout the world, and B.F. Goodrich sells its original 
equipment tires to fewer than ten car manufacturers. 


Organizational Buying Objectives 


Organizations buy products and services for one main reason: to help them achieve their objectives. For businesses, the 
buying objective is usually to increase profits through reducing costs or increasing sales. 7-Eleven buys automated inventory 
systems to increase the number of products that can be sold through its convenience stores and to keep those products fresh. 
Nissan Motor Company switched its advertising agency because it expects the new agency to devise a more effective ad 
campaign to help it sell more cars and increase sales. To improve executive decision making, many firms buy advanced 
computer systems to process data. 


The objectives of non-profit firms and government agencies are usually to meet the needs of the groups they serve. Thus, a 
hospital buys a high-technology diagnostic device to serve its patients better. Understanding buying objectives is a necessary 
first step in marketing to organizations. 
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66 Understanding buying objectives is a necessary first step in marketing to organizations. ?? 


Organizational Buying Criteria 


Consumers use criteria when purchasing a product. Businesses also use criteria in their purchasing: they specify 
organizational buying criteria, which are detailed specifications for the products and services they want to buy and the 
characteristics of the suppliers that will supply them. When suppliers are selected, their products and their firm’s 
characteristics are evaluated using these criteria. The following lists some of the most commonly used criteria: 

e Price 

e Ability to meet the quality specifications required 

e Ability to meet the required delivery schedules 

e Technical capability 

e Warranties and claims policies 

e Past performance on previous contracts 


e Production facilities and capacity 


Many organizational buyers today are transforming their buying criteria into specific requirements that are communicated to 
suppliers. This practice, called reverse marketing, means that organizational buyers are attempting to work with suppliers to 
make their products, services, and capabilities fit the buyer’s needs. Working closely and collaboratively like this with 
suppliers also helps build buyer-seller relationships and leads to supply partnerships. Companies such as Tim Hortons will 
work with external partners to build stores and host events. 


Fear in Organizational Buying Behaviour 


It’s important at this point to examine the role of emotion in the organizational buying process. Emotions drive human 
behaviour and are the engines that propel people forward to reach their goals. 


According to one author, B2B buying decisions are usually driven by one emotion—fear. Specifically, B2B buying is all about 
minimizing fear by eliminating risk. There are two distinct types of risk. There is organizational risk, typically formalized and 
dealt with in the buying process, and then there is personal risk, which is unstated but remains a huge influencing factor in 


organizational buying. 


For example, a buyer who chooses to deal with the same trusted supplier for many years is minimizing fear by eliminating 
organizational risk. Personal risk is explained by the buyer who chooses not to work with a new supplier even if that potential 
supplier’s products offer better value. The buyer may fear that the latter may not produce a quality product, for example, and 


the buyer fears being reprimanded and thus may avert risk by choosing not to work with new suppliers. 


Humans do not always make rational decisions. In fact, some decisions are made irrationally. People use shortcuts, gut feel, 


emotions, beliefs, instincts, and habits to reach decisions. Consumer research found this out long ago, but for some reason, 


many people refuse to accept that the same mechanisms are at play in the business world. 12 


Fear may cause organizational buyers to make irrational decisions they will 


regret. 
©Tetra Images/Alamy Stock Photo 


Buyer-—Seller Relationships and Supply Partnerships 


Another distinction between organizational and consumer buying behaviour lies in the nature of the relationship between 
organizational buyers and suppliers. Specifically, organizational buying is more likely to involve complex and lengthy 
negotiations concerning delivery schedules, price, technical specifications, warranties, and claims policies. These 
negotiations can last for more than a year. 


Reciprocal arrangements also exist in organizational buying. Reciprocity is an industrial buying practice in which two 
organizations agree to purchase each other’s products and services. Governments frown on reciprocal buying because it 
restricts the normal operation of the free market. However, the practice exists and can limit the flexibility of organizational 
buyers in choosing alternative suppliers. The Making Responsible Decisions box, Beneficial Corporations has more about 


government buying practices with respect to environmental standards. !3 
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Making Responsible Decisions 


Beneficial Corporations 


More and more Canadians are seeing the importance of addressing climate change and challenging companies 
to provide more of a social impact. Over a decade ago, there was a movement of people to use the business as a 
force of good. B Corps (the B stands for beneficial) are companies that act in ways to benefit society. The 
companies aim to be profitable, as well as to do social and environmental good. B Corps impact their 
stakeholders and our planet. 


Gado Reportage / Alamy Stock Photo 


Over 2,200 companies in more than 50 countries are now certified as B Corps in more than 50 countries. 
Patagonia, Beau’s Brewery, and Ben & Jerry’s might be recognizable names. In order to achieve this distinction, 
companies complete a rigorous, comprehensive assessment to see how they are managed. They are charged 
with meeting the highest standards of social and environmental performance. These companies need to be 
transparent and accountable while balancing their profits with purpose. 


This introspection into the way the organization is governed, how it treats its workers, customers, and other 
stakeholders, helps B Corps make good business choices and become highly successful. The distinction also 
provides advantages in brand differentiation and employee recruitment. 


These beneficial companies are good for profits, people, and the planet. 


Questions 
1. As a small business in Canada, what do you believe would be the pros and cons of becoming a Certified B 
Corporation? 


2. Why do you think more companies don't pursue Certified B Corporation status? 


Because of the need to ensure that both buyer and seller perspectives are understood and addressed, buyer-seller 
relationships develop into supply partnerships in some cases. These partnerships are long-term relationships built on 
transparency and understanding. 14 A supply partnership exists when a buyer and its supplier adopt mutually beneficial 


objectives, policies, and procedures for the purpose of lowering the cost or increasing the value of products and services 


delivered to the ultimate consumer. For example, Sarmazian Brothers, an Ontario flooring retailer, partners with companies 
that are market leaders in flooring to enhance its offering. 


Critical Thinking for Marketing 


The Organizational Buying Process and 
the Buying Centre 


4 d Organizational buyers, like consumers, engage in a decision process when 
selecting products and services. Organizational buying behaviour is the decision-making 
process that organizations use (1) to establish the need for products and services, and (2) to 
identify, evaluate, and choose among alternative brands and suppliers. There are important 
similarities and differences between the two decision-making processes. To better understand 
the nature of organizational buying behaviour, we first compare it with consumer buying 
behaviour. We then describe a unique feature of organizational buying: the buying centre. 
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Organizational buyers make purchases on a larger scale 


than consumers. 


Picturenet/Blend Images LLC 


Stages in the Organizational Buying Process 


As shown in (% Figure 5-4, the five stages that a student might use in buying a smartphone 
also apply to organizational purchases. However, comparing the two right-hand columns in 
i Figure 5-4 reveals some key differences. For example, when a smartphone manufacturer 
buys digital cameras for its smartphones, more individuals are involved, supplier capability 
becomes more important, and the post-purchase evaluation behaviour is more formal. The 


buying decision process of an organization purchasing cameras for smartphones is typical of 


the steps made by organizational buyers. 


Figure 5-4 Comparing the stages in a consumer and organizational purchase decision process 
reveals subtle differences 


Stage in the 
Buying 
Decision 
Process 


Problem 
recognition 


Information 
search 


Evaluation of 
alternatives 


Purchase 
decision 


Post-purchase 
behaviour 


Consumer Purchase: 
Smartphone for a Student 


Student doesn’t like the 
features of the cell phone 
now owned as compared 
to the features of a 
smartphone and desires to 
purchase one. 


Student uses past 
experience and that of 
friends, ads, the Internet, 
and magazines to collect 
information and uncover 
alternatives. 


Alternative smartphones 
are evaluated on the basis 
of important attributes 
desired in a smartphone, 
and several stores are 
visited. 


A specific brand of 

smartphone is selected, 
the price is paid, and the 
student leaves the store. 


Student re-evaluates the 
purchase decision, and 
may return the smartphone 


Organizational Purchase: Camera 
for a Smartphone 


Marketing research and sales 
departments observe that 
competitors are improving the 
quality of cameras on their new 
models, which will be purchased 
from an outside supplier. 


Design and production engineers 
draft specifications for the camera. 
The purchasing department 
identifies suppliers of cameras. 


Purchasing and engineering 
personnel visit with suppliers and 
assess facilities, capacity, quality 
control, and financial status. They 
drop any suppliers not satisfactory 
on these factors. 


They use quality, price, delivery, 
and technical capability as key 
buying criteria to select a supplier. 
Then they negotiate terms and 
award a contract. 


They evaluate the supplier using a 
formal vendor-rating system and 
notify the supplier if the camera 
does not meet their quality 


Stage in the 


Buying 
Decision Consumer Purchase: Organizational Purchase: Camera 
Process Smartphone for a Student for a Smartphone 
to the store if it is standard. If the problem is not 
unsatisfactory. corrected, they drop the firm as a 


future supplier. 


The Buying Centre: A Cross-Functional Group 


For routine purchases with a small dollar value, a single buyer or purchasing manager often 
makes the purchase decision alone. In many instances, however, several people in the 
organization participate in the buying process. The individuals in this group, called a buying 
centre, share common goals, risks, and knowledge important to purchase decisions. For most 
large multistore chain resellers, such as 7-Eleven convenience stores, the buying centre is very 
formal and is called a buying committee. However, most industrial firms or government units 
use informal groups of people or call meetings to arrive at buying decisions. 


A firm marketing to industrial firms and government units must understand the structure, 
technical, and business functions represented, and the behaviour of the buying centre. One 


researcher has suggested four questions to provide guidance in understanding the buying 


centre in these organizations: 15 
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e Which individuals are in the buying centre for the product or service? 
e What is the relative influence of each member of the group? 
e What are the buying criteria of each member? 


e How does each member of the group perceive the potential supplier, its products and 
services, and its salespeople? 


Formal presentations to buying centres are part of the 


organizational buying process. 
PhotoAlto sas/Alamy Stock Photo 


People in the Buying Centre 


Who makes up the buying centre in a given organization depends on the specific item being 
bought. Although a buyer or purchasing manager is almost always a member of the buying 
centre, individuals from other functional areas are included, depending on what is to be 
purchased. 16 


In buying a million-dollar machine tool, the president (because of the size of the purchase) 
and the production vice-president would probably be members. For key components to be 
included in a final manufactured product, a cross-functional group of individuals from research 
and development (R&D), engineering, and quality control are likely to be added. For new 
word-processing software, experienced office staff who will use the equipment would be 
members. Still, a major question in understanding the buying centre is finding and reaching 
the people who will initiate, influence, and actually make the buying decision. 


66 4 major question in understanding the buying centre is finding and reaching the people who will 


initiate, influence, and actually make the buying decision.?? 


Roles in the Buying Centre 


Researchers have identified five specific roles that an individual in a buying centre can play 
(see ie Figure 5-5),17 In some purchases, the same person may perform two or more of these 


roles. 


Figure 5-5 Roles in the buying centre 


Users are the people in the organization who actually use the product or service, 
such as office staff who will use new word-processing software. 


Influencers affect the buying decision, usually by helping define the 
specifications for what is bought. They usually have specialized knowledge. The 
information systems manager would be a key influencer in the purchase of a new 
computer network. 


Buyers have formal authority and responsibility to select the supplier and 
negotiate the terms of the contract. The purchasing manager probably would 
perform this role in the purchase of a computer network. 


Deciders have the formal or informal power to select or approve the supplier that 
receives the contract. Whereas in routine orders the decider is usually the buyer or 
purchasing manager, in important technical purchases it is more likely to be 
someone from R&D, engineering, or quality control. The decider for a key 
component being included in a final manufactured product might be any of these 
three people. 


Gatekeepers control the flow of information in the buying centre. Purchasing 
personnel, technical experts, and office staff can all help or prevent salespeople (or 
information) from reaching people performing the other four roles. 


Buying Situations and the Buying Centre 


The number of people in the buying centre largely depends on the specific buying situation. 
Researchers who have studied organizational buying identify three types of buying situations, 
called buy classes. These buy classes vary from the routine reorder, or straight rebuy, to the 
completely new purchase, termed new buy. In between these extremes is the modified rebuy.18 
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Straight rebuy: Here the buyer or purchasing manager reorders an existing product or 


service from the list of acceptable suppliers, probably without checking with users or 
influencers from the engineering, production, or quality control departments. Office 
supplies and maintenance services are usually obtained as straight rebuys. 

e Modified rebuy: In this buying situation, the company is purchasing a product that it has 
experience purchasing, such as new laptops for salespeople, but it wants to change the 
product specifications, price, delivery schedule, or supplier. The changes usually mean 


B2B Market Segmentation 


5 d Chapter 6, “Segmentation, Targeting, and Positioning,” focuses primarily on 
the consumer market. Here we focus on the business market. Consumer market 
segmentation groups consumers into groups that have common needs and respond similarly 
to marketing programs. The process of segmenting business markets divides markets based 
on type of customer, size, buying situation, customer location, and benefits sought. By 
applying market segmentation concepts to groups of business customers, a marketer can 


develop a strategy that best suits a particular segment’s needs. 


Type of Customer 


The NAICS codes discussed earlier provide a useful tool for identifying business target 
markets. For example, Steelcase, a major producer of office furniture, segments its 
customers into ten industries, including banking, higher education, hospitality, and health 


care. 


Size of Customer 


Many B2B marketers divide their potential market into large and small accounts, using 
separate distribution channels to reach each segment. For example, marketers may develop 
one strategy to reach Fortune 500 corporations, which have complex purchasing procedures, 
and another strategy for small firms where decisions are made by one or two people. 
American Express provides information and assistance for small business owners with its 
Small Business Services unit, which is dedicated exclusively to the success of small business 


owners and their companies. 


Type of Buying Situation 


B2B marketers can divide their potential market by the three types of buy classes: new buy, 


modified rebuy, and straight rebuy. We recognized in the buy-class discussion above that a 


new buy is significantly different from a straight rebuy in several important respects. 
Consequently, a business seller might well segment its market into the three buy-class 
categories. 
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Customer Location 


The product manager might segment on the basis of region or actual location of the 
potential customer. Firms located in a metropolitan area might receive a personal sales call, 
whereas those outside this area might be contacted by telephone. 


Benefits Sought 


The market may also be segmented on the basis of benefits sought. Xerox might decide to 
focus on firms looking for quality products and good customer service as opposed to those 
looking simply for lower prices. 


Critical Thinking for Marketing 


1. Describe your strategy when selling to a business with a large buying centre. How you 
build relationships through your marketing process? 


2. What are the three types of buying situations or buy classes, and how can B2B 
marketing provide opportunities for rebuys? 


Online Buying in Organizational Markets 


6 d Organizational buying behaviour and business marketing continue to change with the use of the Internet and 
ecommerce. Due to rising competition, organizations are learning from their successes and adapting to their failures. Scale 
allows organizations to vastly outnumber consumers in terms of both online transactions made and purchase volume.2! In 
fact, organizational buyers account for about 80 percent of the total worldwide dollar value of all online transactions. 
Organizational buyers in North America will account for about 60 percent of these purchases. Almost all small businesses 


reportedly make purchases online. 


Prominence of Online Buying in Organizational Markets 


Online buying in organizational markets is prominent for three major reasons. 22 First, organizational buyers depend heavily 
on timely supplier information that describes product availability, technical specifications, application uses, price, and 
delivery schedules. This information can be conveyed quickly online. The Internet has altered one aspect of B2B purchasing: 
buyers have much more knowledge at their fingertips about the seller’s product than in the past. 


Second, Web-based technology has been shown to substantially reduce buyer order-processing costs. At General Electric, 
online buying has cut the cost of a transaction from $50 to $100 per purchase to about $5. Third, business marketers have 
found that web-based technology can reduce marketing costs, particularly sales and advertising expenses, and broaden their 
potential customer base for many types of products and services. For these reasons, online buying is popular in all three 
kinds of organizational markets. For example, airlines order over $400 million worth of spare parts from the Boeing 
Company website each year. 


66 At General Electric, online buying has cut the cost of a transaction from $50 to $100 per purchase to about $5.?? 


Online buying can assume many forms. Organizational buyers can purchase directly from suppliers. For instance, a buyer 
might acquire a dozen desktop photocopiers from [F Xerox.ca. This same buyer might purchase office furniture and supplies 
online through a reseller, such as Staples at [F staples.ca. Increasingly, organizational buyers and business marketers are 


using e-marketplaces and online auctions to purchase and sell products and services. 


E-marketplaces: Virtual Organizational Markets 


A significant development in organizational buying has been the creation and growth of online trading communities, called e- 
marketplaces, that bring together buyers and supplier organizations.” These online communities go by a variety of names, 
including portals, exchanges, and ehubs, and make possible the real-time exchange of information, money, products, and 
services. Globally, the number of e-marketplaces for businesses is extensive. 


E-marketplaces can be independent trading communities or private exchanges. Independent e-marketplaces typically focus on 
a specific product or service, or serve a particular industry. They act as a neutral third party and provide an online trading 
platform and a centralized market that enable exchanges between buyers and sellers. Independent e-marketplaces charge a fee 
for their services and exist in settings that have one or more of the following features: 
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e Thousands of geographically dispersed buyers and sellers 
« Frequently changing prices caused by demand and supply fluctuations 


« Time sensitivity due to perishable offerings and changing technologies 


e Easily comparable offerings between a variety of suppliers 


Well-known independent e-marketplaces include PaperExchange (paper products), PlasticsNet (plastics), Altra Energy 
(electricity, natural gas, and crude oil), and FarmTrade (agricultural products). Small business buyers and sellers, in 
particular, benefit from independent e-marketplaces. These e-marketplaces offer suppliers an economical way to expand their 
customer base and reduce the cost of purchased products and services. 


Large companies tend to favour private exchanges that link them with their network of qualified suppliers and customers. 
Private exchanges focus on streamlining a company’s purchase transactions with its suppliers and customers. Like 
independent e-marketplaces, they provide a technology trading platform and central market for buyer-seller interactions. 


Large firms such as IBM, General Motors, and Toyota have formed private exchanges. Some, such as IBM and GE, have 
mandated that their suppliers must deal with them primarily through online exchanges. These private exchanges provide 


tremendous cost savings through the elimination of periodic negotiations and routine paperwork. 


E-marketplaces: Global Ecommerce 


Ariba is an e-marketplace that connects one million businesses. Ariba’s global membership includes buyers and suppliers 


from a variety of industries. It was originally set up as a one-stop solution to specifically meet the eprocurement needs of the 


natural resource industry.24 


Creating online marketplaces provides the benefit of creating opportunities for business beyond the borders of their country 
of origin. Due to the ability for quicker expansion, businesses may find themselves in countries where they are not familiar 


with the political situation. 


The growth of virtual B2B interactions has not limited face-to-face interactions, however, particularly in the global business 
community. The Marketing Matters box, |& Marketing Mishaps in the 


Global Economy, looks at some common mishaps to avoid when working with international business partners.2> 


Part of Our World 


As of May 2022, Royal Bank of Canada was Canada’s largest company, but only the 78th largest in the world, by 
market capitalization. The top five global companies by market capitalization are shown below. 


Market Value 

1. Apple $2,850 billion 

2. Microsoft $2,311 billion 

3. Saudi Arabian OI $2,298 billion 
4 Alphabet  ———sSSS S82 billion 

5. Amazon.com Inc. $1,659 billion 


Source: “Global Top 100 Companies by market capitalization,” pwc, May 2022, accessed at www.pwc.com/gx/en/audit-services/publications/top100/pwc-global-top-100-companies-by- 
market-capitalisation-2022.pdf. 


Marketing Matters 


Marketing Mishaps in the Global Economy 


When doing business in Japan you will find a heightened sense of formality in your interactions with other 
people. Your suitability with respect to conducting business will be assessed during a first meeting. It is important 
to maintain a sense of professionalism and be aware of the host country’s customs. Offending a professional from 
another country could affect your business relationship. 


In Japanese society, the bow is used when meeting, when getting attention, to show gratitude, to express 
sympathy, or as an apology. In Western society, handshakes are more the norm. Cultural norms were revisited as 
physical distancing and mask-wearing become more and more prevalent in North America during the pandemic. 


Presenting business cards with two hands is normal business practice in 


Japan. 
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The diversity of our world offers interesting challenges in business. What some cultures deem as humorous may 
be quite offensive to others. Marketers blunder if the differences between cultures are not taken seriously. 


When doing business in Japan, the exchanging of business cards involves a degree of ceremony. The card is 
seen to represent the individual, so it should be treated with respect. Before travelling to Japan, ensure that you 
have ample cards and have one side translated into Japanese. Include your position within the company on it. 
Invest in a carrying case to store cards and keep this in an easy-to-access location. 


When exchanging cards, offer your card, with the Japanese side up, with both hands. Ensure that there is no 
barrier between you and the recipient, such as a table, chair, or plant. When accepting a card, always use two 
hands as this shows deference. 


The Japanese like dealing with quiet, sincere, and compromising individuals. Extroverts are seen as brash and 
arrogant. Early on in negotiations, remain humble, indirect, and non-threatening. Silence is considered a virtue. If 
things go quiet when doing business in a meeting, don’t panic. Reflection is taking place. Silence may be also be 
accompanied by the closing of the eyes. Never interrupt or break the silence. 


Some marketing mistakes that have happened in the past include Nike’s release of women’s leggings in New 
Zealand that had a pattern that resembled a Samoan tattoo. The international company did not realize that the 
tattoo was reserved for men. Nike was made aware of its error and pulled the product. 


North Americans are comfortable with slang phrases. So comfortable that Coors launched a cool campaign 
entitled “Turn It Loose.” Unfortunately, the phrase, which was intended to infer releasing inhibitions and having 
fun, did not translate that way in Spanish-speaking markets as the translation was “suffer from diarrhea.” 


Questions 
1. Can you think of other customs that a businessperson should be aware of in doing business in other countries? 


2. What are some ways you can prepare for meetings or discussions with business people from other countries? 


Online Auctions in Organizational Markets 


Online auctions have grown in popularity among organizational buyers and business marketers. Many e-marketplaces offer 
this service. Two general types of auctions are common: a traditional auction and a reverse auction.2° Figure 5-7 shows 
how buyer and seller participants and price behaviour differ by type of auction. Let’s look at each auction type more closely 
to understand the implications of each for buyers and sellers. 


Figure 5-7 How buyer and seller participants and price behaviour differ by type of online auction 


Traditional auction 


Price 


Number of buyers increase 
One seller 


Reverse auction 


Price 


Number of sellers increase 


Many sellers One buyer 


In a traditional auction, a seller puts an item up for sale and would-be buyers are invited to bid in competition with one 
another. As more potential buyers become involved, there is an upward pressure on bid prices. Why? Bidding is sequential— 
that is, bidders bid in order, one at a time. Prospective buyers observe the bids of others and decide whether to increase the 
bid price. The auction ends when a single bidder remains and “wins” the item with the highest bid. Traditional auctions are 
frequently used to dispose of excess merchandise. For example, Dell Computer sells surplus, refurbished, or closeout 


computer merchandise at its E dellauction.com website. 
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A reverse auction works in the opposite direction from a traditional auction. In a reverse auction, a buyer communicates a 
need for a product or service and would-be suppliers are invited to bid in competition with each other. As more would-be 
suppliers become involved, there is a downward pressure on bid prices for the buyer’s business. Why? Like traditional 
auctions, bidding is sequential and prospective suppliers observe the bids of others and decide whether to decrease the bid 
price. The auction ends when a single bidder remains and “wins” the business with its lowest price. Reverse auctions benefit 
organizational buyers by reducing the cost of their purchases. As an example, General Electric, one of the world’s largest 
companies, has its own Global eXchange Services unit, which runs online reverse auctions for the company. It claims that it 


saved $780 million on the purchase of $6 billion worth of products and services.” 


Clearly, buyers welcome the lower prices generated by reverse auctions. Some suppliers also favour the reverse auction 
process because it gives them a chance to capture business that they might not have otherwise had because of a longstanding 
purchase relationship between the buyer and another supplier. On the other hand, suppliers argue that reverse auctions put 
too much emphasis on prices, discourage consideration of other important buying criteria, and threaten supply partnership 


opportunities. 
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Critical Thinking for Marketing 


1. What are e-marketplaces? 


2. How do traditional auctions and reverse auctions affect bid prices? 
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Summary...just the facts 


1 d ¢ Organizational buyers are divided into four different markets: 


- Industrial firms reprocess a product or service and then sell it. 
- Resellers buy physical products and sell them without reprocessing them. 


- Government units at the federal, provincial, regional, and municipal levels purchase goods and services to help 
serve their constituents. 


- Non-profit organizations purchase products and services to help their organizations serve the good of society as 
opposed to a financial goal. 
e The North American Industry Classification System (NAICS) is a convenient starting point to begin the process of 
measuring business markets. 


2 d * Content marketing keeps potential customers engaged by ensuring that relevant and valuable content is 
available at various touch points. 


3 d e Key differences between the business and consumer buying processes include demand characteristics, 
number of potential buyers, buying objectives, buying criteria, size of the order or purchase, buyer-seller 
relationships and partnerships, and multiple buying influences within companies. 


4 d ¢ The buying centre is a group of people in an organization that participates in the buying process. 


« The buying centre usually includes a person from the purchasing department and possibly representatives from 
R&D, engineering, and production, depending on what is being purchased. These people can play one or more of 
five roles in a purchase decision: user, influencer, buyer, decider, or gatekeeper. 


« The organizational purchasing process is influenced by the extent of the buying situation: 
- A straight rebuy is a routine purchase that may not involve any users or influencers. 


- A modified rebuy would involve users and influencers since there is a change to the specifications of the original 
purchase. 


- Anew buy will be more complex and involve more people in the buying centre. 
5 d ¢ The process of segmenting business markets divides markets based on type of customer, size, buying 
situation, customer location, and benefits sought. 


- By applying market segmentation concepts to groups of business customers, a marketer can develop a strategy that 
best suits a particular segment’s needs. 


6 d e Online buying is prevalent in industrial, reseller, and government markets. 


« Globally, the number of e-marketplaces for businesses is extensive, and online auctions are commonly used by 
organizational buyers and business marketers. 


Key Terms and Concepts...a refresher 


business marketing 

buy classes 

buying centre 

derived demand 

e-marketplaces 

fluctuating demand 

inelastic demand 

North American Industry Classification System (NAICS) 
organizational buyers 
organizational buying behaviour 
reverse auction 

supply partnership 


traditional auction 


Hands-on... APPLY YOUR KNOWLEDGE 


Differences when Marketing to Organizations In the opening vignette, Melissa Durrell shares the importance of being 
able to provide good solutions to her clients. In particular, for larger purchases and key partnerships, decisions need to 
be made by a committee as opposed to an individual. Review the opening vignette and identify other differences in the 
organizational-buying purchase-decision process that need to be considered when marketing to organizations. 
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Chapter Vignette... ACTIVITY 


Strategic partnerships are crucial to the success of many businesses. This chapter’s opening vignette describes how 
Durrell Communications acts as a strategic partner to many organizations. At the end of the vignette, consider the 
question about marketing differences, particularly on the number of individuals involved when making decisions. Relate 
this to the concept of the buying centre and the different roles of individuals outlined in this chapter. 


Marketing YOU 


As outlined in this chapter, there are a variety of organizations that you could work at, including organizations in 
industrial markets, resellers, government units and non-profit organizations. These types of organizations and others are 
incorporating environmentally sustainable practices and are working on solving challenges that you might also be 
interested in solving. Many students and graduates are looking to work for an organization that aligns with their values. 


It is worthwhile exploring what is important to you and what challenges you might wish to aim your talents at. Once you 
have identified key challenges that you wish to address, realize that you do not have to do it all on your own. As stated, 
there are many organizations that are working on addressing the issues that matter most to you. During your job 
exploration, conduct research and seek out the organizations that are working toward solving the issues that are of 
concern to you. 


Activity: 

1. List some of the challenges that we are facing in the world today that really resonate with you. What issues really 
bother you that no one seems to be able to solve? 

2. If you had the power to make a significant change in the lives of people or the planet, what would you change? 


3. In your view, what issues in the world need addressing? 


4. You may wish to refer to the United Nations Sustainable Development Goals for inspiration (eh 
https://sdgs.un.org/goals). 
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Record your answers in Circle 3 of the È ikigai diagram, What the World Needs. 
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Chapter 6 
Segmentation, Targeting, and Positioning 


(left) Mauro Toccaceli/Alamy Stock Photo; (right) Greg Gerla/Alamy Stock Photo 


LEARNING OBJECTIVES 


EJ 1 Explain market segmentation and its relevance to marketing 

2 d Detail the different forms of market segmentation 

d Describe the elements included in target market profiles and personas 
d Gain insight into the scope of segmentation analytics 

d Outline the steps involved in segmenting a market 

d Explain the concept of product positioning 


CHAPTER OUTLINE 


=a Calgary Stampede 

= Market segmentation 

a Segmentation strategies 

= Target markets and personas 
= Segmentation analytics 

= Steps in market segmentation 


= Product positioning 


CHAPTER FEATURES 


What Is Pickleball and Why Do People Love It? 


Pickleball people are taking over the tennis courts. 


Not Your Parents’ Financial Services—Questrade 


Questrade repositions to target a younger market. 


Market segmentation, target markets, and product positioning are the foundations of marketing practices. We turn to the 
research conducted by Stone-Olafson for the Calgary Stampede to demonstrate segmentation in practice. We will see 
examples of effective segmentation and how proper customer segmentation, targeting, and messaging can drive business 
in the tourism industry. We then explore these concepts in more detail throughout the chapter. 


The Calgary Stampede is a not-for-profit community organization that preserves and celebrates Western heritage, 
cultures, and community spirit. Supported by over 2,500 passionate volunteers, the year-round events, programs, and 
initiatives invest in youth, support agricultural programs, celebrate Western culture, and have a lasting economic impact 
on the city of Calgary. 


The Calgary Stampede is an annual rodeo, exhibition, and festival held every July in Calgary, Alberta, Canada. The ten- 
day event, which bills itself as The Greatest Outdoor Show on Earth, attracts over one million visitors per year and 
features one of the world's largest rodeos, a parade, a midway, stage shows, concerts, agricultural competitions, 
chuckwagon racing, and First Nations exhibitions. 


The Calgary Stampede’s roots are traced to 1886 when the Calgary and District Agricultural Society held its first fair to 
promote the town and encourage farmers and ranchers from Eastern Canada to move west. In 1912, American promoter 
Guy Weadick organized his first rodeo and festival, known as the Stampede. He returned to Calgary in 1919 to organize 
the Victory Stampede in honour of soldiers returning from World War I. Weadick's festival became an annual event in 
1923 when it merged with the Calgary Industrial Exhibition to create the Calgary Exhibition and Stampede. 


Calgary's national and international identity is tied to the event. It is known as the Stampede City, carries the informal 
nickname of Cowtown, and the local Canadian Football League team is called the Stampeders. The city takes on a party 
atmosphere during Stampede: office buildings and storefronts are decorated in cowboy themes, residents don Western 
wear, and events held across the city include hundreds of pancake breakfasts and barbecues. 


The Calgary Stampede segments its audience to more effectively engage attendees and guests by providing detailed 
knowledge about smaller groups of the larger population. They employ Stone-Olafson to conduct online research 
interviews to assist in identifying existing audiences (most loyal), uninterested audiences, and potential audiences (swing 


groups). 
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This research was conducted in 2014 and sampled 1,200 respondents who lived in Calgary and were over the age of 18. 


They could not have been an official employee of or volunteer at the Calgary Stampede in the previous 10 years. It was 
balanced to reflect the appropriate proportion of gender and age in the adult population. 


It is inefficient to broadcast to an entire market. The ideal approach is to focus on reaching audiences where there is 
potential to either maintain or increase engagement. The purpose is to break the audience into manageable segments 
based on their attitudes, behaviours, perceptions, and interactions with the Stampede. 


The results identified key groups including fans who are loyal and supportive and people who are unreachable. Most 
importantly, the results identified groups of Calgarians who are in the middle—the targets for increased engagement. 


Outcomes identified five distinct groups that interact (or don’t) with the Stampede. Only a small segment (16 percent) 
are truly unreachable. The organization has a core group (24 percent) of fans who are enthusiastic supporters. Outcomes 
also identified two groups of /eaners—people who generally support the Stampede, but for one reason or another are not 
as engaged. These are opportunity segments. One segment is harder to reach in the short term because the members are 
more difficult to connect with. 


Segmentation outcomes revealed five audience segments. One (Proud Calgary Enthusiasts) is a core fan base. Two 
others are very positive, but there is room to engage them further and turn them into true fans: Inactive Passive 
Supporters and Diverse Social Seekers. There is one leaning segment—Ambivalent Posers, which should be considered a 
long-term prospect. They are not negative, mostly ambivalent. Finally, research identified a single segment of Calgarians 
that should be avoided—Unreachable Cynics. 


e Proud Calgary Enthusiasts are highly supportive of the Stampede and are regular visitors. They are the Stampede’s key 
audience. 

e Inactive Passive Supporters are older Western supporters who have irregular attendance at the Stampede. This 
audience needs to be convinced that a visit to the Park is a necessary part of the Stampede experience. 

e Diverse Social Seekers are a younger audience and are irregular Stampede visitors who have very little interest in 
Western heritage or events. However, they have high participation in many other events and activities in Calgary. 
Reaching this audience will require communication that is relevant to their age group. 

- Ambivalent Posers have generally negative impressions of the Stampede and low attendance rates. However, given their 
high monthly entertainment spending and their interest in the midway, food, and live music, they should be regarded 
as a longer-term target audience that the Stampede could continue to try to reach. 

e Unreachable Cynics represent 16 percent of the population and have very negative impressions of the Stampede. They 
are inactive, price-conscious, and infrequent Park visitors. The focus on this segment will be in preventing them from 


poisoning other audiences. 


Let’s take a closer look at one of these identified segments and look more closely at the information gathered and how it 
can be used. 
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Proud Calgary Enthusiasts is a family-focused segment with an open mind and interests in meeting new people. They 
respect social order and value the traditions and heritage that have made Calgary unique and successful. They appreciate 
organizations like the Stampede that are working to preserve this heritage. 


Here is a summary of the research gathered: 


SEGMENT ONE: WHO ARE THEY? EXPERIENCES THAT RESONATE STAMPEDE EXPERIENCE ae 
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MEDIA HABITS AND USE 
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active 


calgarian 


community 
connected west 


PROUD CALGARY ENTHUSIASTS 


Stone-Olafson 


Based on the above, these are some recommendations to put this information to good use. 
Reaching and Engaging Objectives: 


e Drive awareness of activities—this segment already demonstrates intent to purchase or participate, they just need the 
details of what’s happening to maintain their current level of participation. Given their engagement and support, the 
primary goal in this area will be to foster deeper engagement. 


e Develop ambassadors—leverage this audience to develop more ambassadors to carry Stampede messages into the 
world. 


Media reach: 


« They are predominantly engaged with traditional media like radio and television (even commercials) for their 
information. They are also active browsers of websites and newspapers. Start there to drive awareness. A layered 
approach would likely be most impactful. 


e About half use social media regularly—leverage this to reinforce messages and deliver more background and details. 


The report was an ongoing guide that could be used by teams and partners working with the Stampede to inform 
marketing decisions, programming initiatives, sponsorship strategies, lottery planning, and much more. 

It could also be a valuable tool to inform other specific questions, such as: 

e Which audiences should we focus on to strengthen reputation, grow attendance, or increase sales? 

« How can messages be tailored to reach them? 

e Which media can be leveraged to maximum effect? 


e Which segments are most closely engaged and buying our products (merchandise, lottery tickets, entertainment 
products etc.)? 


e What programs can be used to attract more people to Stampede? 


e What is most likely to enhance experiences among key audiences? 


This case demonstrates the importance of segmentation and how it informs marketing decisions. 1 


reality CHECK @@® 


As you read Chapter 6, refer back to the Calgary Stampede vignette to answer the following 
questions: 


e What market segmentation strategy is Calgary Stampede using: mass marketing, segment 
marketing, niche marketing, or individualized marketing? 


e How would you describe Calgary Stampede’s target market with the four segmentation variables? 
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Segmentation, Targeting, and 
Positioning 


Segmentation, targeting, and product positioning are fundamental concepts that are central 
to how marketers run their businesses and market their products. These concepts are 
intertwined and work together to create and reinforce a product’s image to its consumers and 


to the market in general. 


A market segmentation analysis allows marketers to identify which segments could be a 
focus, where gaps in the market exist, and where future opportunities may lie. Having a clear 
position in the market allows more focused and consistent communication with customers in 
a meaningful way. Marketers are careful to consistently reinforce a product’s image by 
ensuring that all elements of the marketing mix are well coordinated to reflect the product’s 


positioning and target market needs and wants. 


6€ Segmentation, targeting, and product positioning are fundamental concepts that are central to 


how marketers run their businesses and market their products.?? 


The Calgary Stampede uses these approaches to ensure that its product features and 
marketing programs are relevant and focused to meet the needs of its target audience. In such 
a competitive marketplace, this approach helps the Calgary Stampede maintain a competitive 


edge. 


Market Segmentation 


1 D The concepts of market segmentation, target markets, and product positioning 


are based on three important facts: 
1. Consumers have a range of different needs, and a single product cannot satisfy everyone. 


2. Companies have limited amounts of money, which need to be spent efficiently and 
effectively on consumers who are most likely to purchase the product. 


3. Marketers need to have clear consumer insights on their target markets in terms of 
product needs, price expectations, purchase habits, and the communication tools most 


used. 


In simple terms, a market segment is a piece of the market. In the marketing world, there are 
two main market segments: the consumer market and the business market. The consumer 
market consists of goods, services, and ideas that a person can purchase or support for their 
own personal use. The business market involves products that are purchased either to run a 


business or to be used as a component in another good or service. 


How a product is classified depends on its usage. Let’s look at an example to clarify this 
point. A person buys an iPad in order to connect on social networks, surf the Internet, 
stream music, upload photos, and watch movies for entertainment. A company buys its 
salespeople iPads so that they can make better customer presentations and more easily 
access head-office files. The products are exactly the same. In the first instance, the iPad is a 
consumer product for personal use; in the second instance, the iPad is a business product for 


assisting salespeople. 


There are many other similar examples, but it is important to understand that many products 
are tailored specifically for one market or the other, and not necessarily both. Heavy 
machinery used for landscaping is not a consumer product, and a comic book is not a 


business product. 


Formally, market segmentation involves aggregating prospective buyers into groups that have 
common needs and respond similarly to marketing programs. These groups are relatively 
homogeneous and consist of people who are fairly similar in terms of their consumption 


behaviour, attitudes, and profiles. 


There is normally more than one firm vying for the attention of prospective buyers in a 
market. This results in marketers following a strategy of product differentiation to position 
their products so that to consumers they appear distinct from competitive offerings. It is 
important to note that product differentiation does not mean a product has to be better than 
the competition. Marketers position their products as best they can to meet the needs of 
their target consumers. Sometimes, this may mean adding a unique feature; other times, it 


may mean creating a unique image or a better price. 


Forms of Market Segmentation 


2 d There are a number of different approaches companies can take to segment the 
market. Whether a company is in the business-to-business market or the consumer market, it 
can follow one of these four strategies: a mass marketing strategy, a segment marketing 


strategy, a niche marketing strategy, or an individualized marketing strategy (see 
ie Figure 6-1). 
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Figure 6-1 Companies can take different approaches to market segmentation 
Mass Segment Niche Individualized 
Marketing Marketing Marketing Marketing 


Target Market 


Mass Marketing 


This approach exists in a limited capacity today due to the competitiveness of the market and 
the need for marketers to specifically address consumer needs with their offerings. A mass 
marketing strategy is when a product with broad appeal is widely marketed to the entire 


market with no product or marketing differentiation at all. Examples can be found in the 


utilities area, with items such as natural gas being marketed to all consumer groups with no 


variation from either a product or marketing perspective. 


Other examples can be found in the fruits and vegetables market with products such as 
broccoli, radishes, and spring onions also being sold indiscriminately to all target groups. 
Today, there are few products that use a mass marketing approach. With the influx of data 
and the range of technology to communicate with consumers, it makes it more practical for a 
brand to better profile consumers and engage them through more focused messaging. 


What segmentation strategy is used to market these 
products? 


filmfoto/iStock/Getty Images 


Segment Marketing 


This form of market segmentation is the most common form of segmentation, practised by 
companies such as the Calgary Stampede discussed in this chapter’s opening vignette. 
Segment marketing involves the marketing of a wide range of different products and brands 
to specifically meet the needs of an organization’s varied target markets. Examples of this 
approach can be seen in competitive industries that are dominated by large organizations, 


such as the food business, car industry, and smartphone market, just to name a few. 


For example, in the car industry, companies such as General Motors market cars, trucks, 
sport utility vehicles, crossovers, and minivans under a wide range of brands and models. 
Well-known General Motors models include Cruze, Camaro, Yukon, Sierra, Equinox, and 
Corvette, and its premium Cadillac brand offers luxury vehicles such as the Escalade. These 
vehicles and brands are created and marketed to appeal to different market segments in the 
automobile market—and all are owned and marketed by General Motors. 


Let’s look at the laundry detergent category for additional clarity and examine Procter & 
Gamble’s (P&G) brand approach to market segmentation. If we look at laundry detergent in 
general, there are products that appeal to different demographic and behaviouristic groups. 
For example, there are detergents that are superior at cleaning your clothes, detergents that 


are gentle on clothing, and detergents that make your clothing smell great. 


When P&G started making laundry detergent, it was a “one size fits all” product. Tide was 
the first “heavy-duty synthetic detergent” available on the market. Mass marketing 
approaches were used to promote and sell the original Tide. Using the slogan “oceans of 
suds,” Tide became the top-selling laundry detergent. Over time, this strategy shifted to a 
segmented approach, with P&G launching multiple laundry detergent brands with an 
assortment of product offerings under each brand. Tide focuses on consumers who want 
superior cleaning, Ivory Snow focuses on families who want a gentle detergent for their 
children’s clothing, and Gain focuses on consumers who want their clothes to smell great. 
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Through the development of innovative new products, P&G has expanded into even more 
targeted segments, including products for consumers who are energy conscious, consumers 
who want whiter clothes, and consumers who want products without added fragrance, just to 


name a few. 


66 4 segment marketing strategy is also followed by companies in the 


business-to-business market.?? 


Each product not only caters to the specific product needs of distinct target markets but also 
has its own marketing program to ensure that each target group’s needs are properly met. If 
you look at the packages for these products, they reflect different target market interests and 
needs. Ivory Snow, for example, has soft pink packaging with images of hearts to reflect its 
gentle formulation. Tide has bright packaging featuring a bull’s-eye and bright orange colour 
to boldly stand out on the shelf. Gain is packaged in a bright green package with whimsical 


images of flowers, reflecting the focus on product fragrance.” 


Brands such as Heinz and French’s follow a segment marketing strategy in their food-service businesses. 


(left) ©Andrew Francis Wallace/Toronto Star via Getty Images, (right) ©Rosenfeld Images Ltd/Science Source 


As discussed in (eI Chapter 5, a segment marketing strategy is also followed by companies in 
the business-to-business market, using variables such as the type of customer, size of 


customer, location of customer, type of buying situation, or benefits sought. 


An example can be seen in the food-service industry. French’s ketchup and mustard are well 
known in the Canadian consumer market, but French’s also has an ingredient business, 
selling its products to food manufacturers and restaurants. Many fast-food restaurants 
provide small, individual 9-gram ketchup packages to customers with their meal. A fast-food 
chain may order the ketchup from its head office to supply to its many restaurants. The head 
office may order pallets of 40 boxes with 1,500 ketchup packages in each box, and then 
distribute the boxes to its restaurants. 


French’s may also have a poultry processor as a customer. This poultry processor uses 
ketchup in the seasoning for the chicken wings that it sells to customers in the frozen food 
section at grocery stores. This poultry processor’s specification would take into account the 
volume of ketchup it requires, the taste of the ketchup, how it is used in the manufacturing 
process, and packaging. Since this customer requires hundreds of gallons of ketchup 
annually, and all processing is done in one location, it orders 330-gallon stackable totes of 
the ketchup. These totes provide the volume needed by the poultry processor, and the totes 
can be easily stacked and stored at the plant. 


In these two examples, French’s is segmenting its customers by the type of customer 
(restaurant versus food manufacturer). Another key segmentation variable is benefits sought. 
The fast-food chain requires individual packets that can be easily distributed to its individual 


restaurants, while the poultry processor requires large volumes that can been easily stored. 
Niche Marketing 


Niche marketing is a market segmentation strategy where a company restricts its efforts to 
marketing a limited product line to a narrow but profitable single segment of the market that 


4 


is of marginal interest to major competitors. * Staying within the laundry detergent market, 


we look at Tru Earth laundry detergent to see niche marketing approaches. 
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TRUEARTH 
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What segmentation strategy is used by Tru Earth with 
its laundry detergent? 
Copyright © Tru Earth. All Rights Reserved 


Tru Earth laundry detergent is an example of a product that started out using a niche 
marketing approach. Tru Earth is a Vancouver-based company founded in 2019 and provides 
consumers with an eco-friendly zero waste laundry detergent. Tru Earth is also the founder 
of The Tru Earth Movement: #TruEarthMovement. Tru Earth eco-strips are pre-measured 
and completely dissolve in both cold and hot water. Tru Earth eliminates heavy laundry jugs 
and frees up cupboard space. Weighing just three grams per strip, Tru Earth’s ultra- 
concentrated formula creates 94 percent less transportation pollution when compared to 
traditional detergents. Tru Earth has focused on consumers who are eco-conscious and want 


products that are safer to use, as well as being safe for the environment.» 


Crown Outdoor and Tactical, a family-owned business located in Calgary, has been in the 
surplus business for the last 65 years. It has provided uniforms, mortars, firearms, tents, 
torpedos, and camouflage nets to cadets, military, and paramilitary. It also provides the 


above as props and treasures to the film industry. Crown also sells an emergency food supply 


kit with 56 meals that lasts for 25 years that retails for $200. A very well-defined niche 
market indeed.° 


Individualized Marketing 


New technology has boosted individualized marketing as a segmentation option for 
marketers. Individualized marketing can also be called one-to-one marketing with “segments 
of one,” and it involves customizing products to fit individual needs.’ It is important to 
differentiate between individualized segmentation and individualized marketing 
communication. With the wide-scale use of technology and collection of customer data, 
messages and offers are regularly being customized for target audiences. But with 
individualized market segmentation, product and service offerings are also customized to 


meet individual needs. 


Marketers are rediscovering what general store owners knew a century ago. Every customer 
is unique, has particular wants and needs, and requires special care from the seller. 
Efficiencies in manufacturing and marketing during the past century made mass-produced 
goods so affordable that most customers were willing to compromise their individual tastes 
and settle for standardized products. Today’s Internet ordering and flexible manufacturing 
and database marketing techniques have facilitated individualized market segmentation by 


making it easier to tailor goods and services to suit individual customer needs. 


Consider Coca-Cola with its Share a Coke campaign where customers can find their own 
names or other popular titles. 


Coca-Cola’s “Share a Coke” Campaign 


©Chayut Orapinpatipat/Shutterstock 


For the campaign, a thousand of the most popular names, all written in the beverage’s 
distinctive script, replaced the Coca-Cola logo on bottles of Coca-Cola, Diet Coke, and Coke 
Zero. In 2015, the campaign also included a limited-edition release of Cherry Coke, and the 
nearly 25 million personalized 500 ml bottles featured new names, including Calvin, Maddy, 
Leo, Maya, Meagan, Keith, Nancy, and Dillon. The company worked with a research firm to 


have the names cover approximately 90 percent of the population. 
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Coca-Cola provided an opportunity for those Canadians whose names didn't appear on a 
bottle to customize their own mini-can at select large events across the country, or create a 
virtual bottle online and share it via their social media feeds. The first Share a Coke 
campaign in 2014 was one of its most successful programs of all time, with total sales up 6 
percent, new customers increased by 5 percent, and overall brand health scores boosted by 8 


percent. 


66 Every customer is unique, has particular wants and needs, and requires special care from the 
seller. ?? 


The key to successful product differentiation and market segmentation strategies lies in 
finding the ideal balance between satisfying a customer’s individual wants and being able to 
do this profitably. 


Critical Thinking for Marketing 


1. What are the advantages of a segment marketing approach to market segmentation? 
2. What are the disadvantages of individualized market segmentation? 


3. Can you think of a brand that has changed its strategy from mass marketing to segment 


marketing or individualized marketing? What caused this change? 


Target Market Profiles and Personas 


Segmentation Variables in Consumer Markets 


3 d Marketers need to understand what makes their consumers tick, what they 
desire, and how best to communicate with them. A target market is the specific group or 
segment(s) of existing and potential consumers to which marketers direct their marketing 


efforts. 


Developing an accurate target market profile is crucial to the success of all marketing 
initiatives as it drives decisions about the product’s marketing mix and the product’s 
positioning in the market. Markets are segmented using four variables: (1) geographics, (2) 
demographics, (3) psychographics, and (4) behaviouristics. E Figure 6-2 clearly outlines 


these four variables. 


Figure 6-2 Examples of typical target market variables in Canadian consumer markets 
Target Market Profiles 
Categories Variables Typical Breakdowns 


Geographics Region Atlantic; Quebec; Ontario; 
Prairies; British Columbia 


(Where does the target City or census Under 5,000; 5,000-19,999; 
market live and work?) metropolitan 20,000-49,999; 50,000-99,999: 
area (CMA) size 100,000-249,999; 250,000- 
499,999: 500,000-999,999: 
1,000,000-3,999,999: 


4,000,000+ 
Density Urban; suburban; rural 
Demographics Age and family Infant; under 6; 6—11; 12—17; 18— 
composition 24; 25-34; 35-49; 50-64; 65+ 
(What is the basic census- Gender pronouns preferred she/her, 
type information on the he/him, they 


target market as a whole?) 


Categories 


Psychographics 


(What are the prevailing 
attitudes, values, interests, 
habits, and approaches to 
life that this target market 
shares?) 


Target Market Profiles 


Variables 


Marital status 


Income 


Occupation 


Education 


Ethnic 
background 


Home 
ownership 


Personality 
traits 


Lifestyle values 
and 
approaches 


Leisure 
activities, 
hobbies, and 
interests 


Typical Breakdowns 


Single or equivalent; married or 
equivalent 


Under $24,999; $25,000- 
$34,999; $35,000-$49,999; 
$50,000-$74,999; $75,000- 
$99,999; $100,000-$149,999; 
$150,000+ 


Professional; managerial; clerical; 
sales, student; retired; 
homemaker; unemployed 


Some high school; high school 
graduate; completed college or 
university; completed post- 
graduate studies 


Country of origin 


Own home; rent home 


Social; compulsive; extroverted; 
introverted; intuitive; analytical; 
judgmental 

Rigid; disciplined; discontented; 
fearful; confident; positive; 
optimistic; energetic; resentful; 
dependent; negative; caring; 
materialistic; conformist; 
adventurous; independent; 
sharing 

Politics; music; sports; the arts; 
entertaining; fashion; gaming; 
health and fitness; travel; food; 


Categories 


Behaviouristics 


(How does this target 
market use and interact 
with the product?) 


Target Market Profiles 


Variables 


Media habits 


Technology 
usage 


Main occasion 
for product use 


Main product 
benefit sought 


Primary and 
secondary 
product usage 


Frequency of 
use 


Frequency of 
purchase 


Product usage 
rate 


Typical Breakdowns 
gardening; cars; movies; arts and 
crafts; the environment 
Internet; newspaper; magazine; 
TV; radio; out-of-home 
Desktop computer; laptop; tablet; 
smartphone; TV; tech-savvy; 
tech-naive 


Leisure; recreation and 
socializing with friends; 
professional and work situations; 
medical and personal care, home 
care, family care, etc. 


Entertainment; self-improvement; 
fashion; fun; personal status; 
performance; specific product 
features such as taste, nutritional 
value, speed, etc. 

Specific main usage and 
secondary usage of the product. 
(For example, the main usage of 
a cereal may be as a nutritious 
start to the day, but its secondary 
usage may be as a baking 
ingredient.) 

Multiple times throughout the 
day; daily; weekly; monthly; every 
few months; biannually; annually 
Daily; weekly; monthly; every few 
months; biannually; annually 
Light user; medium user; heavy 
user 


Target Market Profiles 
Categories Variables Typical Breakdowns 


Product usage Non-user; ex-user; prospect; first- 
status time user; regular user 


Product loyalty None; some; medium; strong 
status 


Often, students wonder why it is important to identify all these variables when describing a 
target market. If consumers are buying chewing gum, what is the relevance of their income 
level or where they live? In fact, usually only a few elements in a target market profile are the 


main determinants in why a consumer purchases a product. 


Nonetheless, all variables need to be included in the target market profile as this profile is 
used in other marketing areas. If elements are missing, crucial errors can be made. For 
example, a target market profile is used extensively when creating advertising programs. The 
consumer insights are used to help develop campaigns that speak to the target group, and 
media is bought against the specific target market data such as age, income, location, 


interests, and media habits. 
Geographics 


A geographics descriptor of a target market looks at where a target market lives, using 
variables such as country, region, province, city size, and population density, such as urban, 
suburban, or rural. Marketers often find that Canadians differ in terms of needs or 
preferences based on where they live. An example is a product such as the Lime electric 
scooter rental company, which is geared toward urban dwellers. The target market for this 


scooter mainly resides in city centres. 


In Canada, Lime piloted in Waterloo, Ontario, in 2018, and currently operates only in the 
city centres of Calgary, Edmonton, and Montreal, where its scooters can be located through 
a smartphone app and accessed with a one-time registration that allows members to rent 
scooters by the minute. You must be a minimum of 18 years old to rent the scooters. There 
is no set drop-off location, which is one of the complaints about the service. Scooter 
dumping on sidewalks and street corners is a nuisance. Lime has hired 30 people in 


Montreal, called the Tidy Squad, whose duties include rounding up scooters and reminding 


riders how to behave, and Montreal has introduced a bylaw that mandates that the company 


remedy incidents of unlawfully parked scooters within two hours on weekdays. 


Another problem is safety; during the first two weeks of electric scooter availability in 
Calgary, there were 60 injuries reported to the city’s urgent care centres and emergency 
rooms. More than 150,000 unique users took scooters for a spin over 915,000 times in four 


months in Calgary in 2019. Lime reports that half of one percent of scooter rides results in 


injuries. 
Page 136 
Page 137 
Who are in the target market for electric scooter 
rentals? 
©hanohiki/ Shutterstock 
Demographics 


One of the easiest factors to determine is the demographics profile of a target market. This 
includes identifying ranges for age, gender, family composition, income, occupation, 
education, ethnic background, and home ownership for the main target market. This 
information can be identified through a company’s market research information and other 


secondary data sources, such as Statistics Canada. 


An example of where demographics plays a leading role in a target market profile is with the 
Centrum vitamin brand. Centrum formulates and markets many of its products based on 
age and gender requirements. Centrum Men 50+ is formulated for men over 50 years of age; 


Centrum Women 50+ is formulated to meet the needs of women over 50 years of age. There 


are also formulations for women and men under 50. Centrum Junior is focused on children 


between the ages of 4 and 12, and Centrum Prenatal is for women who are pregnant.10 


Demographic and Geographic Profile: 
Canadian Living Magazine 


Gender Men/women 38%/62% 


Age Principal target 35-64 years 


Geography Ontario 50% 


Source: Canadian Living Media Kit 2022, Quebecor Media Sales, accessed April 2023 at https://quebecorexpertisemedia.com/wp- 
content/uploads/2023/03/Canadian-Living_Media-kit-2023_EN.pdf 


Psychographics 


Psychographics is one of the most difficult variables to identify for marketers. It involves 
understanding consumers’ lives, values, personalities, general interests, opinions, media 
usage, technology preferences, and activities. This information is generally based on the 


primary research that marketers conduct to gather insights on their consumers. 


Image-based products focus much of their marketing efforts around these psychographic 
variables. The fragrance industry, for example, relies heavily on psychographics, as do many 
soft drink companies. Reflect for a minute on Coca-Cola, positioned as a traditional, 
refreshing soft drink rooted in old-fashioned Americana. Now think of Pepsi-Cola, marketed 
as the energetic cola for those with a youthful attitude to life. The products may vary only 
slightly in taste, but their target markets differ considerably in attitudes, interests, and 
opinions. Coca-Cola and Pepsi-Cola use psychographics as main variables in their marketing 


efforts. 
Behaviouristics 


Behaviouristics directly refers to how and why consumers buy and use products. It is one of 
the most important target market variables as it can direct the product’s positioning in the 
market and can drive the main marketing communication messages of the brand, as well as 


promotional ideas and areas for new product development. 


Behaviouristics looks at why consumers buy a product, the expected product benefits, how a 
product is used, how frequently they buy, where they buy, and whether consumers are brand 
loyal in their purchase behaviour. Database marketing analytics can collect data on 
consumer purchases and over time identify what triggers consumer purchases as well as how 
loyal customers are. Primary research can help uncover why consumers purchase a product, 
what products benefits are most important, and how the product is used. Secondary data, 
such as Nielsen data, can provide information about where products are most frequently 


purchased. 


How do the target markets for Rogers 


Communications and Fido differ? 
©JHVEPhoto/Shutterstock 
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Companies in the telecommunications industry often use behaviouristics to market to 
different customer groups with completely separate companies and brands. Rogers 
Communications, for example, owns Fido, which is used to market cheaper plans with no 
contracts to younger consumers who want basic talk, text, and social media access. 
Similarly, Bell owns Virgin Mobile, and Telus owns Koodo Mobile to market to a hip, 
younger, budget-conscious crowd. How and why these consumers use their phones and the 


benefits they desire are key drivers in these marketing efforts. 


Brand loyalty refers to the favourable attitudes that a consumer has over time toward a brand 
that result in varying levels of purchase commitment to the brand. Marketers strive to have 
highly committed, brand-loyal consumers as this helps insulate their brands from 


competitive marketing practices and a rapidly changing marketing environment. 


Critical Thinking for Marketing 


1. Market segmentation involves aggregating prospective buyers into groups that have two 


key characteristics. What are they? 


2. What is the difference between psychographics and behaviouristics? 


Personas 


Personas are character descriptions of a brand’s typical customers. Personas bring target 
market data alive by creating fictional character narratives, complete with images, in one- 
page descriptions or snapshots that capture the personalities, values, attitudes, beliefs, 
demographics, and expected interactions of a typical user with a brand. Personas take target 
market research data and simplify and synthesize it, adding a few fictional details, such as 


name and image, so that human traits and characteristics become memorable for marketers. 


Well-defined personas usually include information on gender, age, interests, hobbies, 
education, goals, jobs, influencers, media usage, technology preferences, fears, concerns, 
drivers, and delights and interactions with a brand. They may capture a “day in the life of” a 
typical user. A branded product may have more than one persona: a primary persona who is 
the typical main consumer, and a secondary persona that captures the profile of other, less 
important groups who should not be overlooked. Lululemon Athletica has developed two 


personas for its athleisure wear, as displayed in the image below. 


Sample Personas 


muse studio/Shutterstock 


Segmentation Analytics 


4 d Marketers need to be aware that research companies can provide general data on the size and growth of markets, 
as well as general consumer and lifestyle trends, to assist in segmentation analysis. Data can be purchased from companies 
such as Nielsen or Euromonitor, which show trends, market size, competitive products, market share, and future prospects 


for industries. Euromonitor, for example, provides data on over 200 product categories in over 200 countries. ! 


Other segmentation analytics companies provide segmentation data on a more granular basis to pinpoint information on 
population clusters that assists marketers. These companies, such as Environics Analytics, Pitney Bowes, and 
SuperDemographics, analyze populations and create market segments and detailed data to help marketers target specific 
groups with high levels of accuracy. 


Environics Analytics is a highly respected marketing and analytical services company. It helps Canadian companies turn 
demographic, lifestyle, and behavioural data into customer insights, strategy, and results. Its PRIZMS segmentation system 
slices the Canadian population into 68 lifestyle segments, such as Cosmopolitan Elite, Electric Avenues, Les Chics, and 
Lunch at Tim’s, based on common demographics, lifestyles, interests, and values. Its data synthesizes information from the 
latest census with Environics’ demographic projections, as well as its research on social values and consumer behaviour. 
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This data gives users the ability to review information about what consumers are purchasing, what they enjoy doing, and their 
attitudes to life. Data funnels down to the granular postal code level where a breakdown of the population for a single postal 
walk is available. This is particularly useful for database marketing campaigns where postal code information triggers a host 


of data that assists companies in their targeting and segmentation efforts. This information helps guide marketing campaigns 
12 


and media strategies. 


ENVIRONICS ABOUTUS v INDUSTRIES v CAPABILITIES v SOCIALVALUES {v FEATURED INSIGHTS v CONTACTUS vO 


Meet the Millennials 


Despite the headwinds their generation faced early in life, notably their emergence into a tough job 
market following the 2008 financial crisis, Generation Y are an optimistic group on average. They 
feel capable of navigating change and complexity, and feel good about their personal prospects for 
the future. Born after 1980, these young Canadians have been able to express themselves online 
for almost as long as they can remember — and their values register a strong attraction to creativity 
and self-expression. One way they express themselves is with the things they buy, own, and wear. 
This generation connects deeply to brands, especially brands they believe are genuine and have a 
strong identity or an interesting story. When they find a product or company they believe in, they're 


not shy about promoting it to friends. 


Explore the Millennials social values segments 


One of the social values of the Stoic Independents segment in the Millennials generation. 
ENVIRONICS RESEARCH © 2022. ALL RIGHTS RESERVED. 


The Millennials' social values segments are the result of a major national survey conducted Environics Research of Canadian 
Millennials, those born between 1980 and 1994. Social values research is necessary because, although Millennials can share 
common experiences and aspirations based on their stage in life, they cannot be lumped by demographic characteristics such 
as age, gender, region, or socio-economic status. Millennials or Generation Y are optimistic in general, feel capable of 
navigating change and complexity, and feel good about their personal prospects for the future. 


The members of this generation have expressed themselves online for almost as long as they can remember—and their values 
register a strong attraction to creativity and self-expression. One way they express themselves is with the things they buy, own, 


and wear. This generation connects deeply to brands, and when they find a product or company they believe in, they’re not 
shy about promoting it to friends. 


The study explored their social values with a focus on their life goals and what it means to be an adult. The research also 
explored their career aspirations, work experience, and political and social engagement. There were six segments identified: 
Stoic Independents, Engaged Idealists, Mainstream A-Listers, Diverse Strivers, Critical Counterculturists, and New 
Traditionalists. Check out the online quiz at https://socialvaluesquiz.environics.ca/ to find out which social values segment 
you belong to based on your year of birth and generational group. 


Pitney Bowes PSYTE HD also provides granular segmentation data through its segmentation system, which results in 57 
unique lifestyle clusters. Postal code detail helps marketers discover untapped markets, finesse the targeting of their 
marketing campaigns, launch new products in appropriate markets, design cost-effective mailing and sampling programs, 


streamline retail offerings, and select the most profitable locations for new stores, restaurants, and retail developments. 14 


Manifold Data Mining is another reputable service provider in the segmentation analytics area. It, too, provides data down to 
the postal code level. It uses census data as well as statistics from Citizenship and Immigration Canada, Health Canada, 
Industry Canada, Bank of Canada, real estate boards and companies, provincial ministries of health, Numeris Canada, and 
Manifold proprietary databases. !5 The Marketing Matters box, (F What Is Pickleball and Why Do People Love It? examines 
how one company takes advantage of segmentation analytics. 


Marketing Matters 


What Is Pickleball and Why Do People 
Love It?® 


Move over, tennis players: Pickleball people are taking over the courts. 


The fact that it’s so easy to pick up is a big reason the sport has grown so much in recent years. Pickleball courts 
are a quarter the size of tennis courts, and since players have to move far less than many sports, the game 
caught on among retirees. It originated 50 years ago in Seattle, Washington. Snowbirds began taking it back to 
Canada. Carla Anderson, the executive director of Pickleball Canada, says that it didn’t catch on big until the 
pandemic lockdown in 2020. 


©ZUMA Press Inc/Alamy Stock Photo 


Often played in mixed doubles on outside courts, pickleball offered a combination of exercise and a social outing 
during a time when we were all otherwise stuck indoors. A survey commissioned by Pickleball Canada in January 
2020 estimated 350,000 people played the sport across Canada. When the organization conducted the same 
survey two years later, that number had nearly tripled, hitting a million. While once seen as a sport mostly for 
retirees, pickleball is now seeing the biggest growth in players 18 to 34 years old. 


Pickleball is very popular with older adults because it is fast-paced and low-impact, and anyone who has played 
any racquet sports can quickly catch on. The game is a combination of tennis, badminton, and table tennis played 
on a badminton-sized court with wooden paddles and hard whiffle balls. There are a few rules to learn, but most 
people can start playing within minutes of deciding it might be fun. It is fun, and very social as it is almost always 
played as doubles, and usually people rotate through a bracket, exchanging courts and partners each short 
match. The director of Pickleball Canada, however, does clarify that “Pickleball is easy to learn, difficult to master.” 


Pickleball started as a sport for baby boomers, but during COVID-19 it increased in popularity with all ages. The 
average age of players is 35 years old. 


Pickleball has now moved into the realm of professional sports being televised on national television. In 2023 
there were already 24 Major League Pickleball teams, with two men and two women per team. The first draft pick 
this year was a 16-year-old woman. The culture of positivity and inclusivity specific to pickleball has attracted 48 
million players in the United States. Major League Pickleball teams have sold for several hundred thousand 
dollars to celebrities such as Lebron James, Tom Brady, Michael Phelps, and Eva Longoria. Catherine Parenteau, 
originally from Montreal, is among the most decorated professional pickleball players in the short history of the 
sport. She has 13 career titles and last year was ranked number one in singles. 


This is where Bryan Banerd of Vernon, British Columbia, comes into the story. Shortly after picking up a racquet in 
2012, Bryan realized that pickleball was going to be the next big thing, so he opened Pickleball Depot to supply 
Canadians with equipment. What started as an online pickleball equipment retailer soon became the largest 
pickleball multi-brand retailer and wholesaler in Canada. The growth of the sport soon had the company spinning 
off a new division, Apex Pickleball, to manufacture affordable equipment for the Canadian market. The ultimate 
goal is to share the joy of pickleball with a wider audience. 


Pickleball Depot has a chain of distributors throughout Canada and a super-efficient distribution team out of 
locations in Kelowna and Vernon BC. Bryan’s daughter Cara has taken over the day-to-day operations of the 
company, leaving Bryan to follow his passion of playing pickleball and coming up with new and innovative ideas 
for Pickleball Depot. 


Now it just needs more courts in Canada to meet the high demand and also better recognition, maybe someday 
as an Olympic sport. 


Questions 
1. What are some things that the pickleball community can do to appeal to a younger demographic? 


2. How might social media be used to promote the sport? 


Students are advised to visit the websites of these two analytics companies to review samples of the rich data that is available 

for marketers. While Internet sites can change, the following websites currently provide a solid understanding of what data is 

available from these companies: 

e Navigate to the PRIZMS section of the Environics website at www.environicsanalytics.ca/prizm5 and enter a postal code to 
review an overview of the cluster information. 


e Navigate to the Consumer Lifestyle Clusters information at the Manifold Data Mining website 


at manifolddatamining.com/data/consumer-lifestyle-clusters/ to review their description of the consumer lifestyle down to 


six-digit postal codes. 


Steps in Market Segmentation 


5 d Segmenting a market and selecting target markets is an integral part of the 
overall marketing planning process (see the section on the planning phase of the marketing 
plan in £ Chapter 15). This section focuses on the process of market segmentation and 
target market selection. As part of the marketing plan, target market decisions and actions 


will be evaluated as part of the objective setting and evaluation phases. 
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A marketer needs to combine strong analytical skills, sound strategic thinking, an 
understanding of the consumer, a vision of where the market is heading, and how this all fits 
with the company’s direction. Segmenting a market requires both detailed analysis and large 
doses of common sense and managerial judgment. The process of segmenting a market for 
both the consumer market and business-to-business market is divided into six steps, which 
can be seen in [F Figure 6-3. 
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Figure 6-3 The six-step process for segmenting a market 


Steps in Market Segmentation 

1. Identify consumer/customer needs and common characteristics in the market. 

2. Cluster common consumer/customer variables to create meaningful market segments. 
3. Estimate the size and feasibility of each segment. 

4. Identify the segment(s) to be targeted. 

5. Take actions with marketing programs to reach the segmeni(s). 


6. Monitor and evaluate the success of these programs compared with objectives. 


1. Identify consumer/customer needs and common characteristics in the market. This should be 
done from a consumer/customer perspective, looking at what drives the category and 
what future trends are evolving. Marketers should be able to easily identify common 
interests and evolving trends by analyzing what products currently exist in the category, 


which areas of the market are expanding and shrinking, and where consumer/customer 


interests lie. 

Looking to other countries sometimes provides interesting ideas on potential future 
interests. At this point, marketers will turn to market research studies and analytics data 
to see what the facts reveal. Database analyses may reveal some interesting facts about 
purchase patterns and point to segments that had not been considered. Sometimes, 


marketers may need to conduct further market research to clarify questions. 


. Cluster common consumer/customer variables to create meaningful market segments. A 
marketer needs to stand back from the market and look for clusters of products and gaps 
in the market that point to common consumer/customer interests, usage patterns, and 
prevailing attitudes. New areas of interest should not be overlooked as these may point to 
evolving segments. These clusters will identify the segments that exist in the market. 
Sometimes there is overlap between segments, and other times the segments are not well 
defined, but this is generally a reflection of the consumers/customers, who can be fickle 
and noncommittal. 

Segmentation analytics companies, as noted earlier, can provide marketers with data on 
market clusters, which, combined with marketing analytics, can help reveal profitable new 
approaches and opportunities. 

Companies may use their own data from customer relationship management (CRM) 
databases that group consumers by purchase behaviour and monetary value to a company. 
Software can perform an RFM analysis (recency, frequency, and monetary value) to rate 
customers on how recently products were purchased (recency), how often products were 
purchased (frequency), and the dollar value of the transactions (monetary value). 
Customers are then scored and rated to create segments that organizations use to tailor 
offers and marketing messages. 

Non-profit organizations frequently use RFM analyses to target those most likely to make 
donations, while CRM loyalty programs use loyalty cards to collect customer purchase 
data in order to customize offers. 

It is very important during this step to review the market from a consumer/customer 
perspective and not from a product perspective. For example, if we continue to review the 
laundry detergent market, we may group products into those that contain bleach and 
establish this as a segment. The segment is, in fact, better defined, and more meaningful 
to marketers, when identified as appealing to adults who want to fight tough stains. 
Laundry detergent customers can be grouped into potential segments based upon their 
attitudes, needs, and demographic profile. Three possible market segments are shown in 
i Figure 6-4. 


Figure 6—4 Identifying consumer clusters 


Consumer Clusters Example: Laundry Detergents 


Consumer Product 
Cluster Cluster Attributes Examples 
Clean Fanatics Adults with families Tide 


Want clothes to continue to look like new 
Stain removal is important 
Family-oriented 


Scent Lovers Want fresh-smelling clothes Gain 
Cleaning is important 


Gentle and Family-oriented Ivory Snow 
Purists Prefer gentle and pure products 

Want soft clothes 

Focused on baby clothes and other fine 

washables 


Source: Amira El Deeb, “Class 5/1 Segmentation, Targeting, Differentiation & Positioning,” Marketers’ Magazine [blog], July 14, 2010, 
http://mmauc.blogspot.ca/2010/07/class51-segmentation-targeting.html. 


3. Estimate the size and feasibility of each segment. Based on external data analysis and/or the 
use of segmentation analytics data, the size of the segment needs to be estimated. The 
marketer is then tasked with forecasting the sales potential for this segment, which should 


also consider anticipated competitive reactions. 


4. Identify the segment(s) to be targeted. A target market segment must be selected carefully. 
Marketers should use the following criteria select a target market: 


e Market size: The estimated size of the segment is an important factor in deciding 
whether it’s worth going after. Is the segment large enough to generate expected sales 
levels? Is the segment manageable so that the marketing budget is sufficient to support 
marketing initiatives? 

e Expected growth: Although the size of the market in the segment may be small now, 
perhaps it is growing significantly or is expected to grow in the future. For example, the 
market for environmentally friendly laundry detergents was very small a decade ago, 
but has grown significantly. Tide Coldwater was launched to meet the needs of this 


segment, far before the market potential had been reached. 


e Competitive position: Is there a lot of competition in the segment now, or is there likely 
to be in the future? The fewer the competitors, the more attractive the segment is. 
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Compatibility with the organization’s objectives and resources: Will targeting this 


segment be consistent with overall company objectives, including sales and profit 
objectives, and market share targets, as well as corporate social responsibility initiatives 


and new business focus? 


Cost of reaching the segment: A segment that is inaccessible to a firm’s marketing 


actions, or, if the cost of reaching that segment is too great, should not be pursued. 


5. Take actions with marketing programs to reach the segment(s). Once a target market has 
been selected, a marketing plan needs to be developed and implemented. Essential 
decisions need to be made regarding the marketing mix (product, price, place, and 
promotion) that are consistent with the needs and wants of the target market. Specific 
objectives should be set to define success for the programs. Objectives should be 


evaluated regularly, and plans should be adapted accordingly. 
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Marketers segment the market to more effectively and 
efficiently reach their target markets. 


©mstanley/Shutterstock 


6. Monitor and evaluate the success of these programs compared with objectives. Marketers 
often work with financial analysts to determine the sales forecasts, costs, and profits 
realized in comparison with the cost and sales projections outlined in steps 3 and 5 of the 


segmentation process. F Chapter 9 reviews budgeting and profit-and-loss statements. 


Positioning 


6 d One of the central elements in marketing is product positioning. Marketers position products in the market to 
appeal to certain target groups and to present a particular impression relative to the competition. Product positioning refers 
to the impression of the branded product you want to establish in consumers’ minds relative to their needs and also in 


contrast to the competition. 
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Companies generally use a combination of factors to position their products (always leading with the elements that are real); 
to differentiate the product; and to create long-term, memorable impressions with consumers. In this way, there are three 


basic factors, or combinations of factors, that tend to surface in product positioning: 


1. Image. Products are often positioned as leaders, contenders, or rebels in the market, also taking on characteristics such as 
trusted, prestigious, or thrifty. TSN, for instance, positions itself with the “Champions Live Here” image to solidify its 


place as the leader in sports broadcasting. 16 


2. Product attribute. Products with features that differentiate them from the competition are often positioned on this platform, 
bringing product claims to the forefront. The fast-food restaurant Subway, for example, positions itself as having healthy 
and fresh sandwiches. 

3. Price. Products with brand parity and little product differentiation may position themselves on a price platform. Retailers 
such as Walmart position themselves as offering the lowest retail prices (“Everyday low prices”) to support its image in the 


market. 


Marketers create positioning statements to clearly and simply outline the positioning of a product in the market. These 
statements are used to crystallize the image for marketers so that they can design an appropriate marketing mix. This is very 
important; otherwise, the product may present a confusing image to consumers who will refrain from buying it. 


A positioning statement is a formalized statement that identifies the image a branded product represents in the market and 
what sets it apart from the competition. A positioning statement is generally included in a brand’s annual marketing plan and 
its relevant strategic documents. It is important for all functional areas in a company to understand a product’s positioning, 


as it drives activities throughout the organization. 
66 Positioning statements are simple, clear, and focused. ?? 


Positioning statements are simple, clear, and focused. They average a short paragraph and identify four elements: (1) the 
target market and need, (2) the branded product name, (3) the category in which the product competes, and (4) the brand’s 
unique attributes and benefits (what sets the product apart from the competition and meets customer needs). Positioning 


statements should use the following format: 
For (target market) who desire (target market need), (brand) is the (product category) that offers (product benefits). 
The positioning statement for Volvo could be: 


For upscale families who desire a carefree driving experience, Volvo is a premium-priced automobile that offers the utmost in safety and 
dependability. 


How is Volvo positioned in the automobile market? 


©Paceman/Shutterstock 


This positioning statement directs Volvo’s marketing strategy and focuses its product development efforts, such as the 
inclusion of side door airbags in its automobiles. The statement also directs Volvo’s marketing communications message. 
Volvo advertising stresses safety and dependability—the two benefits that are the basis of its “Volvo for life” slogan. 


Repositioning 


Companies rarely change a product’s positioning but do so when long-term changes in consumer attitudes or opinions of the 
brand require a shift in the brand’s image to more accurately meet consumer needs and to reflect how it fits their lifestyle and 
needs. Repositioning is often implemented in stages over time with a refresh of a brand and the elements of its marketing 
mix. Many recent examples can be found in the fast-food industry, as restaurant chains struggle to keep up with changing 
tastes and emerging competitive threats. 
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McDonald’s is a good example of a repositioning effort, from a dated, stale brand to one willing to adjust to consumers’ 
changing needs. This resulted in increased sales and an increased stock price while investing in new technology initiatives, 
customer experiences, and corporate responsibility. McDonald’s achieved this transformation through restaurant redesigns, 
menu updates, and a global restructuring. 


The company focused on better ingredients, such as chicken raised without antibiotics and cage-free eggs. McDonald’s 
Canada was the first company in Canada to serve Canadian beef from certified sustainable farms and ranches, beginning 
with its Angus lineup. It was one of the first to serve all-day breakfast and saw great success with its value menus. 


McDonald’s is also embracing new technologies with its kiosk ordering platform, its mobile order and pay app, and its 


delivery system through Uber Eats or SkipTheDishes. McDonald’s is listening to its customers, and its goal is to be Canada’s 


favourite place to eat and drink. It is also working to gain a greater share of the food-service beverage market. 17 


McDonald’s Experience of the Future stores feature self-ordering kiosks 
that give customers more choice in their experience. 


©S and S Imaging/Shutterstock 


Increased competition in the burger/fast-food restaurant business has resulted in a change in positioning for A&W. The 
restaurant needed to expand its target audience to a younger customer base. Based on customer insights from the 25- to 44- 
year-old target market, A&W has differentiated itself with the quality of its ingredients, reduced packaging, and increased 
“authenticity,” with actor-free ads to “keep it real.” It was the first fast-food restaurant to serve Beyond Meat plant-based 


burgers in Canada. 
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Menu changes also include using only chicken that was antibiotic-free and hens that were vegetarian-fed to produce quality 


eggs. This repositioning, based on changing customer needs, created a unique and differentiated place in the fast-food 
restaurant market that has resulted in sales and market share. 18 For another example of repositioning, see the Marketing 


Matters box, & Not Your Parents' Financial Services—Questrade. 


Marketing Matters 


Not Your Parents’ Financial Services—Questrade? 


Questrade is Canada’s largest independent online brokerage. Doing business from Toronto since 1999, 
Questrade has over $30 billion in assets under management and is Canada’s fastest-growing online brokerage. 
QTrade direct investing ranks #1 in the 2022 Globe and Mail digital broker ranking , and it has been named 
eleven times as one of the best-managed companies in Canada. Questrade grew by over 50,000 accounts in 
2019 due to its very low fees, easy-to-use app, and advertising targeted to the Millennial generation. 


Take hold of tomorrow. 


Questrade ad to reinforce positioning. 


©2023, Questrade, Inc. All Rights Reserved. 


Take Hold of Tomorrow; an integrated brand campaign that speaks directly to Millennial investors about how the 
online brokerage can help them attain their seemingly impossible dreams, was launched in December 2022, just 
before RRSP season. The campaign ran across TV, digital, and social, including TikTok, where most of the 
campaign's Millennial target market spends its time. 


It marks an evolution in the brand’s marketing, moving beyond simply challenging traditional financial institutions 
to inspiring Canadians to take control of their finances to unlock their future goals. 


“In response to the financial challenges and opportunities in today’s climate, this evolution of our brand campaign 
focuses on value creation through lower fees for better returns and empowering Canadians through education— 
inspiring them to think differently in order to take control and achieve those seemingly impossible dreams.” — 
Stella Ladizhinksy, director of brand and marketing strategy, Questrade. 


Questrade services are created and designed for the Millennial generation who are comfortable with technology 
and the concept of using technology to manage their money. Questrade has two options for investors, depending 
on their time to spend and their comfort with investing. The first is self-directed investing where the user can 
invest in a variety of financial products with very low fees. 


The second option for Questrade investors is Questwealth Portfolios, lower-fee portfolios managed by experts 
who create portfolios with specific goals for investors with less time and knowledge. Realizing that the Millennial 
segment was much more concerned about social issues than their baby boomer parents, Questrade created 
socially responsible portfolios that invest in ethical and clean businesses while still embracing the same financial 
goals. 


Understanding the Millennial generation has helped Questrade become a Canadian success story, winning 
numerous awards, ranking highest among comparable companies, and syncing its values with those of its target 
market. Questrade partners with other Canadian companies to offer new services and gives back to the 
community by partnering with Canadian food banks. 


Questions 
1. How did Millennials’ attitudes about financial strategies help Questrade position its brand? 


2. How can a financial service such as Questrade create an emotional connection with the customer? 


Positioning Maps 


Positioning maps, also known as perceptual maps, are visual representations of how products or product groups are positioned 
within a category to consumers/customers. Positioning maps can visually represent categories within a market or, more 
specifically, product and brand offerings within a category. Positioning maps are useful tools for marketers as they can reveal 
gaps in the market where consumers may be underserved, while also highlighting the competitive nature of the category. 


A key to positioning a product or brand effectively is discovering the perceptions in the minds of potential customers by 
taking three steps: 


1. Identify the important attributes for a product or brand class. One might rush to immediately identify price as a key variable, 
but often this is a less important feature, evaluated by customers once a short list of attributes on which they initially 
evaluate a purchase are identified. Let’s make this clear with two examples. First, in the laundry detergent market, scent 
and strength might be key attributes used by families evaluating different product offerings (price would come into play 
later in the purchase decision). In the second example, we can look at beverages. Research reveals that the key attributes 
adults use to judge various drinks are nutrition and children’s drinks versus adult drinks, as shown in IÈ Figure 6-5. 
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2. Discover how target customers rate competing products or brands with respect to these attributes. Continuing with the beverage 
example, the factors of nutrition and adult/child-focused drink can be used objectively to evaluate products in the 
category. El Figure 6-5 shows where beverages are placed on the positioning map and how one is positioned against 
another. It plots milk, tea, sports drinks, fruit juices, and soft drinks relative to each based on nutritional value and 
whether they are appropriate for adults or children. For these key elements, we can see diet drinks are geared to adults, 
while milkshakes appeal to children. 


3. Discover where the company’s product or brand is on these attributes in the minds of potential customers. With a focus on 


chocolate milk, & Figure 6-5 shows that it is viewed as mainly a children’s drink with moderate nutritional value. The 


makers of chocolate milk could consider repositioning themselves as an adult drink to expand their business. 


Figure 6-5 A positioning map to suggest a strategy for positioning beverages 
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Critical Thinking for Marketing 


4. What is product positioning and what is the purpose of a positioning statement? 
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Summary...just the facts 


1 d e Market segmentation involves aggregating prospective buyers into groups that have common needs and 
respond similarly to marketing programs. 


e Inthe marketing world, there are two main market segments: (1) the consumer market and (2) the business market. 


2 d ¢ There are four different market segmentation strategies: mass marketing, segment marketing, niche 
marketing, and individualized marketing. 


3 d e Marketers define their target markets by looking at four main variables: (1) geographics, (2) demographics, 
(3) psychographics, and (4) behaviouristics. 
e Geographics looks at where a target market lives, such as a country, region, province, city size, and population 
density, such as urban, suburban, or rural. 


« Demographics includes identifying ranges for age, gender, family composition, income, occupation, education, ethnic 
background, and home ownership. 


e Psychographics involves understanding consumer attitudes to life, values, personalities, general interests, opinions, 
and activities. 


e Behaviouristics looks at why consumers buy a product, the product benefit, how and when the product is used, and 
whether consumers are brand loyal in their purchase behaviour. Usage rate also plays a role in this information. 


e Personas are character descriptions of a product’s typical customers in the form of fictional character narratives, 
complete with images that capture the personalities, values, attitudes, beliefs, demographics, and expected 
interactions of a typical user with a brand. 


4 d e Segmentation analytics analyzes market segments and provides data to help target specific groups with high 
levels of accuracy. 


e Segmentation analytics data clusters consumers into lifestyle segments and provides information that details 
geographics, demographics, psychographic, and behaviouristic data by postal code, defined shopping areas, or 
neighbourhood. 


5 d e Segmenting the market involves six steps that require strong analytical skills, sound strategic thinking, an 
understanding of the consumer, a vision of where the market is heading, and how this all fits with the company’s 
direction. 


« The six market segmentation steps start with identifying customer needs and common characteristics in the market, 
and continues by clustering consumer variables to create meaningful segments, estimating the size and feasibility of 
each segment, and finally identifying the target segment(s), taking marketing actions to reach the segment(s), and 
monitoring and evaluating the success of these programs compared with objectives. 

6 d ¢ Product positioning refers to the image of a branded product in the consumers’ minds relative to the 
competition. 

e Marketers create positioning statements to clearly and simply outline the positioning of a product. 

e Repositioning includes a shifting of the product image and adjusting its marketing mix to more accurately meet 
consumer needs. 

e Positioning maps are otherwise known as perceptual maps. They visually represent how products or product groups 
are positioned within a category to consumers. 


Key Terms and Concepts...a refresher 


behaviouristics 
business market 
consumer market 
geographics 
individualized marketing 
market segmentation 
mass marketing 

niche marketing 
personas 

positioning maps 
positioning statement 
product differentiation 
product positioning 
psychographics 
repositioning 


target market profile 


Hands-on... APPLY YOUR KNOWLEDGE 


Target Market and Personas Assignment Go to one of the segmentation analytics websites outlined in the text. Enter your 
postal code to come up with a profile of the consumer who lives in your neighbourhood or select a consumer profile you 
find interesting. Create a persona for this consumer with an image of the consumer and a description, including gender, 
age, interests, hobbies, education, goals, jobs, influencers, media usage, technology preferences, fears, and concerns. 
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Chapter Vignette... ACTIVITY 


This chapter’s opening vignette examines how the Calgary Stampede segments its target audience for both the Canadian 
and international markets. Using the information in the vignette, as well as your own research, create a Consumer 
Cluster Attribute for the Calgary Stampede similar to (F Figure 6-4. The chart should include the following columns: 
Consumer Cluster, Cluster Attributes, and Marketing Examples (include promotion and events). 


Marketing YOU 


A positioning statement is a formalized statement that identifies the image a branded product represents in the market 
and what sets it apart from the competition. In an organization, it is important that all areas in a company understand a 
product’s positioning as it drives activities throughout the organization. Similarly, your own personal mission statement 
can identify your image and what sets you apart from the competition. Your personal mission statement can direct the 
activities you undertake as you market yourself. For instance, determining what you decide to highlight on your social 
media platforms or which industry professionals or associations you might try to connect with. 


Activity: 


Your personal mission statement pulls together and captures the positive changes you want to see more of in the world, 
your strengths and your values all in one place. You can develop your own personal mission statement by answering the 
following questions. 


1. Select one challenge you wish to tackle from the list of challenges that you identified in [LF Chapter 5. 


2. Select two strengths that you could bring to solving this challenge from the list of your strengths that you identified in 
Chapter 4. 


3. Select two value words that you wish to see more of in the world from your list of value words identified in 
Chapter 3. 


Now, using your answers above, use this format to write your personal mission statement: 


I wish to address the challenge of . I can bring my and strengths so that we see 
more and in the world. 
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Chapter 7 
Products and Brands 


Endy 


LEARNING OBJECTIVES 


J 1B Distinguish between goods and services 

2 d Describe and apply the total product concept 

39) Differentiate between products, product lines, and product mixes 

y+ d Identify the ways consumer and business goods and services are classified 
d Explain the elements of branding and how these can be protected 

Jsp Distinguish between different types of brands 


CHAPTER OUTLINE 


= Endy—building a brand 

= Types of products 

= The total product concept 

= Product lines and mixes 

a Consumer and business products 
= Branding 


= Types of brands 


CHAPTER FEATURES 


Packaging the Brand 
Trends build on the importance of packaging to brand image and brand loyalty. 
#protectyourbrand 


The popularity of social media as a marketing tool requires an innovative trademark protection strategy. 


Managing the marketing mix is no easy task. This chapter explores the areas that marketers consider when managing products and brands. 
Mike Gettis, the CEO and co-founder of Endy, and co-founder Rajen Ruparell are responsible for creating and building a product and 


brand rated as Canada's Best Mattress. ! 


After working in Europe, Gettis noticed that foam mattresses were far more popular overseas than in Canada. He came home with an idea: 


disrupt the one billion dollar mattress industry in Canada! If it worked in Europe, why would it not work in Canada?” 


Upon his homecoming, he knew he needed a business partner. He needed someone who would complement his engineering background 
with marketing skills and help deliver capital. He partnered with Rajen Ruparell, a Canadian entrepreneur and one of the founders of 


Groupon. Together, they developed Endy Sleep in 2015, more commonly known as Endy. 


Endy's goal was to serve Canadians better by making purchasing a mattress simple. They wanted to remove pushy sales people, awkward 
trials in mattress stores, and limit middlemen. As an ecommerce company, Endy allows customers to purchase their products online. The 
company compresses and ships their mattresses to customers’ homes in a box. Customers have one hundred days to test their mattress. If 
they do not like it, they can return it for a full refund.’ 


Endy manufactures and ships products from within Canada. This empowers them to keep prices low as their footprint is small and reduces 


shipment time. All of this aligns with Endy's customer orientation. 


In 2017, Endy was featured on CBC's Dragons’ Den, a program where entrepreneurs pitch business ideas to successful investors. After a 
successful pitch, three offers came in—each at $1 million dollars. Gettis mentioned that his first year of sales was $1 million, second year 
was $10 million, and Endy was on track for $20 million in 2017. The business opportunity was attractive and ultimately, Endy came to an 
agreement with three dragons, Michele Romanow, Joe Mimran, and Arlene Dickinson who acquired 7.5 percent of the company for $1 


million dollars.4 
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Since accepting the offer, Endy's sales have continued to grow. Gettis says that the success comes from consumer interest in products made 
in Canada and their direct-to-consumer model. This success led to the sales of Endy to Sleep Country Canada in 2018 for $88.7 million. 
However, this sale did not mean bringing Endy into Sleep Country retail outlets or an amalgamation of their operations. Rather, Endy 
continues to operate as a separate organization—their products remain online, as they always have, and Sleep Country continues to sell 


Endy competitor products, such as Casper, in their stores.» 


As of 2023, Endy's product line has expanded to include bed frames, pillows, bedding, and décor. Their communication presence includes 
online advertising, social media, and celebrity recommendations. They also continue to receive accolades and supports such as an 


endorsement from the Canadian Chiropractic Association, an award for the Most Trusted Mattress in a Box product by BrandSpark, 
6 


receiving a 4.9 star rating by consumers, and many more. 


reality CHECK @® 


As you read Chapter 7, refer back to this vignette on Endy to answer the following questions: 


e Describe Endy in terms of its core, actual, and augmented product offerings. 


e Review the elements of a good brand name and evaluate the strength of the Endy brand name. 
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Types of Products 


1 P One of the key functions of marketing lies in managing and developing products 
and brands that meet the needs of their target markets. As discussed in (“ Chapter 1, in 
marketing, a product is a good, service, or idea consisting of a bundle of tangible and 
intangible attributes. Tangible attributes include physical characteristics such as colour or 
sweetness, and intangible attributes include those aspects of a product that can’t be touched, 


such as how a night's sleep on an Endy mattress makes someone feel. 


Products are available in both online and offline environments. In the offline environment, 
examples of products are fidget spinners, cars, or the services provided by a hairdresser. In 
the online world, examples are search engines such as Google, online gaming websites, and 
music streaming platforms such as Spotify. It is important to realize that with the 
widespread use of the Internet today, most offline products develop a strong web presence. 
The first point of contact for consumers with a brand is often online at a company website 
or on its social media pages. Endy has strong online presence: over 97,000 followers on 
Facebook, over 68,000 followers on Instagram, 36,000 followers on X (formerly Twitter), 
and 122,000 likes on TikTok.’ 


PAIRED DRIVING ES 


a 


If you see a driver you suspect 
is impaired, pull over and call 911. 


Working together, we can save lives. 


te 


No alcohol. No drugs. No victims. 
madd.ca 


What type of product is being marketed by MADD? 
MADD Canada 


Products are divided into three main categories: (1) non-durable goods, (2) durable goods, 
and (3) services. A non-durable good is an item that does not last and that is consumed only 
once, or for a limited number of times. Examples of non-durable goods are food products 
and fuel. 


A durable good is a product that lasts for an extended period of time and encompasses items 
such as appliances, automobiles, and tablets. A service is an intangible activity, benefit, or 
satisfaction, such as banking, conducting an online search, using cloud-based software to 
create websites or vlogs, visiting a doctor, taking a vacation, going to a concert, or taking a 
course. Canada has a strong service-based economy that continues to grow—reaching its 
highest historical point in 2022.8 


In the service industry, it is useful to distinguish between a company’s primary service and 


its supplementary services. An airline’s primary service may be providing flights from one 


location to another, but it also offers supplementary services such as food and drink, 
magazines, airport lounges, and in-flight entertainment. Supplementary services often allow 
products to differentiate their offerings from the competition while also adding value to 


consumers. 


Common supplementary services for products can include product updates, free delivery, 
and payment terms as well as complimentary consultations, order-taking, and sales 
assistance. Companies also offer free trials, online support services, complimentary 


webinars, and elements such as free subscriptions as added-value services to its customers. 


Many products cannot be defined as pure goods or pure services but are, in fact, hybrids—a 
combination of goods and services to offer a more competitive product to consumers. Many 
goods are augmented with intangible services such as warranties, websites, and online 


support. 


Services also use goods to ensure a more complete offering to consumers. For example, a 
theatre provides an entertainment experience, but it also provides the customer with a 
booklet about the show; a travel agency that books travel also provides glossy catalogues of 
potential destinations. Importantly, the online environment is giving rise to new virtual 
services that exist only online and have no form of physical person-to-person interaction or 
tangible component. Travel sites, online gaming sites, and online analytics are examples of 


virtual services. 


As companies look at what they bring to market, there is a range from the tangible to the 
intangible, or goods-dominant to service-dominant. This is defined as the service continuum 
and is demonstrated in |& Figure 7-1 where the services continuum for a number of 
products is shown. Online analytics, nursing, and going to the theatre are examples of 
intangible, service-dominated offerings, while salt, neckties, and dog food are goods- 
dominated offerings. Fast-food restaurants are in the middle of the service continuum, 
offering a combination of both tangible and intangible goods and services; the food is the 
tangible good, while the courtesy, cleanliness, speed, and convenience are the intangible 


services they provide. 
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Figure 7-1 The service continuum 
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The Uniqueness of Services 


There are four unique elements to services: intangibility, inconsistency, inseparability, and 


inventory. These four elements are referred to as the four T's of services. 
Intangibility 


Services are intangible; that is, for the most part, they cannot be held, touched, or seen 
before a purchase. In contrast, before purchasing a physical good, a consumer can touch a 
box of laundry detergent, kick a car tire, or sample a new beverage. Services tend to be more 
performance oriented and, as experiences, cannot generally be tried before purchase. Free 
trials are often provided to overcome this drawback. To help consumers assess and compare 
services, it is important for marketers to demonstrate the benefits of using the service. A spa 
may highlight a virtual tour of its facilities as well as include testimonials from customers to 
help the consumer evaluate the service. Online services often provide potential customers 
with free limited online trials or time-sensitive downloads as a means of testing out the 


service. 


Barber providing a haircut to customers is intangible. 


Jacob Lund/Shutterstock 
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Inconsistency 


Delivering services is challenging because the quality of a service is dependent on the 
people who provide it, and it can therefore differ in consistency. Quality can vary with each 
person’s capabilities, experience, motivation, and even personality. One day, a restaurant 
may have wonderful service, and then the next day the service may be very disappointing. 
Similarly, you may have a very enjoyable stay at one location of a Hilton hotel, but then have 
a terrible experience at another due to the varying standards of the staff at its locations. 
Companies try to overcome the inconsistent delivery of services by training employees in 


how to deliver a consistent quality experience. 


Online products are often able to overcome issues of inconsistency through standardized 
software, consistent website interfaces, and reliable Internet servers that limit service 


disruptions. 
Inseparability 


A third difference between services and goods, and related to problems of consistency, is 
inseparability. In most cases, the consumer cannot (and does not) separate the deliverer of 
the service from the service itself. For example, the quality of a spa and its facilities might be 
excellent, but if you are not satisfied with the massage that you received or if it took too long 


to be registered and brought into the facility, this immediately reflects poorly on the spa. 


Inventory 


In many instances, the inventory of services is more complex than that of goods due to the 
nature of services. Inventory problems exist because services cannot necessarily be stored 
and accessed when in demand. For example, in the instance of sporting events, unsold 
tickets cannot be stored and sold at a later date; therefore, they represent lost revenue. 
Online services can often be stored and accessed at a later date, as evident with online virus 
scans that can be run as needed. Similarly, online movies are often configured to be 


conveniently viewed on demand to suit viewers. 


66 Many products cannot be defined as pure goods or pure services but are, in fact, hybrids—a 


combination of goods and services to offer a more competitive product to consumers. ?? 


In the service industry, issues arise due to fluctuating demand throughout the day and the 
difficulty in assessing the requirements needed to service customers at peak times. Idle 
production capacity is expensive and arises when a service is available when there is little 
demand. Idle production capacity is formally defined as a situation when the supply of a 


service exceeds its demand. 


To deal with this issue, the service industry often uses part-time employees who are paid an 
hourly wage and are scheduled to work shifts. This is clearly demonstrated in a grocery store 
setting where the number of cashiers varies depending on the time of day and day of the 
week. The number of cashiers at 2:30 p.m. during the week will be far fewer than the 
number of cashiers available at noon on a Saturday due to the numbers of people shopping 


at these times. 


Critical Thinking for Marketing 


1. Explain the difference between non-durable goods, durable goods, and services. 


2. What elements make services unique? 


Product Elements 


The Total Product Concept 


2 d Marketers view products as having three different layers: the core product, the actual product, and the augmented 
product. The more complex and expensive the product, the more intricate the layers used to differentiate the product from 


the competition. (“’ Figure 7-2 shows how these layers work together. 


Figure 7-2 The total product concept applied to a bicycle 


Bicycle Example 


CORE: 
Provides 
transportation and 
leisure activity 


6 


The core product refers to the fundamental benefit that a consumer derives from having the product. In the case of a bicycle, 
the core benefit may be the transportation it provides, or the pleasure of participating in a leisure sport. For a service such as 


a massage, the core benefit may be the relaxation it provides or the medical relief it gives for body aches. 


The actual product is the physical good or the service that a customer purchases when buying a product. It includes the 
product’s branding, design, and features. With a bicycle, a customer purchases a piece of equipment, directly associated with 
a brand name, design, and features. With a massage, the actual product is the massage itself and the time spent having a 
trained and expert massage therapist relax a client’s muscles. In this instance, one may think that branding has no role to 
play. On the contrary, in the case of a massage, the brand becomes either the name of the massage therapist or the 


organization providing massage services. 
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Finally, the augmented product refers to the additional features and attributes that accompany a product. For a bicycle this 
may be a warranty, service facilities, delivery options, or videos on a website to help with small mechanical issues. Generally, 


augmented product layers exist for more expensive purchases such as cars, computers, or TVs, and are not part of a simple 
purchase such as a chocolate bar or a newspaper. 


Packaging and Labelling 


Marketers need to pay close attention to a product’s packaging and labelling, as well as the logos it uses to communicate its 
brand positioning to consumers. For many products, the packaging and labels are an integral part of the product; for other 
products (such as online products), there may be no packaging at all and their websites become a form of packaging, central 
to communicating the brand elements to consumers. Packaging can be a key source of competitive advantage since along 
with providing functional benefits, packaging can communicate information about the product and reinforce the brand 


image. 
Function 


First and foremost, packaging has functional benefits. It allows a product to be conveniently used, allows for better storage, 
protects a product that is fragile, improves product quality, provides a safety function, makes a product easier to use, and 
makes a product more efficient to transport. Take, for example, the influx of squeeze bottles for condiments such as ketchup, 
mayonnaise, relish, and even jams, making them more convenient to use. From a safety perspective, over-the-counter 
medications use safety seals and tamper-resistant containers, and best-before dates are provided for meat, dairy, and other 
perishable food products. 


Communication 


Packaging and labelling also serve as platforms from which to communicate detailed product information, offers, directions 
on usage, nutritional content, and other packaging requirements needed to meet legal obligations. Take, for example, these 
chips that have packaging that highlights both the product and its purpose. What an excellent way to communicate your 
product features by showing them directly to the customers! 


Packaging that highlights the product and its purpose. 


Frito-Lay North America 
Brand Image 


Packaging and labelling decisions are of paramount importance to a product’s success, and marketers work hard to ensure 
that designs clearly reflect a product’s positioning, its brand equity, and its image, which have all been nurtured over time. 
Today, brands take a comprehensive approach to their packaging design—and use their packaging as an opportunity to tell 


their brand story, communicate their key messaging, and build a deeper connection with their ideal customers. Online, 
packaging has to carry more weight due to the lack of a storefront experience. 


Page 156 


Branded packaging is especially important for subscription boxes, where the box itself becomes the only representation of 
the brand since the contents feature other brands and products. In this case, the packaging is a key component of the brand 
itself. Endy's simple and relatively small packaging aligns with their simple direct-to-consumer model. 


Another example is the craft beer industry, where competition is increasing and the awareness of individual brands is quite 
low. The number of breweries in Canada has grown to over 1,100, driven by an influx of very small, low-volume producers. In 
this industry, branding plays an important role in getting customers to choose a specific brand of craft beer. Customers tend 
to sample a variety of craft beers, and since cans and bottles are usually sold separately, this is quite easy to do. However, this 
is not the only challenge, as customers generally do not remember the names of the beers. These facts are driving many craft 
breweries to focus on creating distinctive packaging and impactful brand names to catch people’s attention and be 
remembered. 


Companies are constantly reviewing the competitive landscape and making adjustments to ensure that their connections with 
consumers remain strong. Marketers must consider the balance between making a customer connection and other 
challenges, including handling environmental concerns, managing health and safety issues, and monitoring packaging costs. 


The Marketing Matters box, (F Packaging the Brand, describes some of the latest packaging trends. 


Marketing Matters 


Packaging the Brand 


As customers walk down the aisle of a grocery store, scroll through the offerings on Amazon, or unpack a parcel 
delivered to their door, the first thing they will see is the product packaging. Packaging provides a myriad of 
functions and can be almost as important to the consumer as the product itself. A brand’s packaging must not 
only be pleasing to the eye but also protect the product, communicate brand values and detailed product 
information, and align with the customers’ attitudes toward waste and the environment. 


Recent studies suggest that 81 percent of consumers tried a product due to its packaging, 63 percent repurchase 
due to packaging, and 52 percent have changed brand preference because of a new package design. 


In 2022, packaging continued the recent trend toward sustainability. In 2021, 40 percent of Canadian shoppers 
looking for holiday purchases chose to purchase products based on the sustainability of the packaging. With the 
growing sustainably preference, companies have have begun to provide more sustainable options for their 
customers. Packing that is made out of easily biodegradable products such as mushrooms, sustainably sourced 
paper, and recyclable containers are being seen on retail shelves across the country.? 


Nestlé Canada, a leading consumer goods packaged goods company with over 2,000 brands, is aiming to make 
all its packaging over 95 percent percent recyclable or reusable by 2025. Some changes they have already 
made include:© 

e Smarties, a Nestlé product, has packaging made from responsibly sourced paper. 

« Boost meal replacement beverage is sold in recyclable Tetra packaging. 


« Nestlé Good Start Infant Formula is sold in recyclable cans. 


z 


Smarties' packages are made from sustainably sourced paper. 


urbanbuzz/Alamy Stock Photo 


Packaging provides the marketer with the opportunity to catch the attention of the consumer and convey the 
image and positioning of the brand. With the increase in online shopping, packaging has become even more 
important as a protector of the goods as well as a communicator of the brand message. If the media is the 
message, then the packaging illustrates the brand’s commitment to social responsibility by the design and the 
materials chosen for its packaging. Major brands are investing in package innovation to reduce waste, eliminate 
plastics, and reuse materials while supporting their brand values and building brand equity along the way. 


Personalized packaging is also a growing trend. Digital printing makes it much easier to create personalized 
packaging. There are various levels of personalization, from adorning your Bud Light can with the colours of your 
favourite team, finding a Coca-Cola can with your name on it, or having your face on a bag of Frito-Lay chips. 
Recent studies have shown that 61 percent of consumers feel more positive about a brand when its messages 
are personalized, and 20 percent of millennials look for products that are personalized. 


Understanding your customers and their attitudes, values, and desires will help you build packaging that not only 
communicates but also builds your brand equity by delivering products intact, reducing returns, and 
demonstrating your commitment to social responsibility. 


Questions 
1. Which packaging trend do you believe will have the most lasting influence? 


2. Give an example of how packaging builds brand equity. 


Product Lines and Product Mixes 


3 d Marketers often manage groups of products that are closely related under an umbrella product line and brand 
name. A product line is a group of similar products that are closely related because they satisfy a similar need and are 
directed at the same general target market. Examples of a product line can be seen by examining Coca-Cola’s product 
offerings. Coca-Cola Canada offers five product lines: sparkling, hydration, coffee/tea, juices/dairy, and alcohol. Its soft drink 
line, for example, includes Coca-Cola (and its different varieties), Sprite, and Fresca? 
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Looking to the service industry, online and offline products in this sector can also be grouped into product lines. The 
services offered by the Hospital for Sick Children, for example, can be grouped into three main product lines based on usage: 
in-patient hospital care, out-patient physician services, and medical research. Looking to the digital arena, the product lines 
for a digital brand such as Google can also be grouped into product lines based on usage. For example, one of Google’s 
product lines consists of advertising services for businesses that wish to reach consumers through online ads. This product 
line currently includes Google search/display ads, YouTube ads, AdSense, analytics, and app campaigns. 12 
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Most organizations offer a product mix, which consists of all the product lines marketed by a company. While one can slice 
and analyze a company’s product mix in many different ways depending on the depth of analysis required, it is often helpful 
to drill down into the product mix by looking at product lines and the products within each line. 


(D) Fabric Softener | Assouplissant textile 


Outdoor. Fresh° 
Fraîcheur de 
‘grand air”. 


A 


9 FORMULAI 


Dread 


ction 
a 
shoulders 


anti-dandrutt shampoo 


repair & care) 


d Old Spice 


“ORIGINAL Ø 
Se i 2 


Wh —ANTI-PERSPIRANT— 44 
e DEODORANT ag 


SF ` 
free & gentle’ 


The product mix for Procter & Gamble consists of baby, feminine, and family care; beauty; fabric and home care; and health and grooming product lines. 


(Always): ©Keith Homan/Shutterstock; (Bounce): ©Keith Homan/ Shutterstock; (Tide): ©Roman Tiraspolsky/Shutterstock; (Head & Shoulders): ©Robson90/Shutterstock; (Old Spice): ©Keith 
Homan/Shutterstock 


A more in-depth analysis can then be conducted to pinpoint the specific products within each line, as shown in 
Figure 7-3. The product mix width refers to the number of different product lines offered by the company. For Procter & 
Gamble (P&G), the product mix width is four. The product line length refers to the number of product or brands in the 


product line. Using =! Figure 7-3, we can see that there are eight products listed in the beauty product line. Therefore, P&G 
Canada’s beauty product line length is eight. 


The product line depth refers to the number of different versions of each product sold within its product lines. For example, 
Dawn dish detergent offers approximately 18 different versions. Visit the Procter & Gamble website at www.pg.ca and 


examine its product mix width, product line length, and product line depth. 


Figure 7-3 Reviewing the Procter & Gamble Canada product mix 
Product Mix for Procter & Gamble 
«+ Width of Product Mix > 


Baby, Feminine, and Fabric and Home Health and 
Beauty Family Care Care Grooming 
e Hair Food - Always e Bounce e Align 
« Head & - Bounty e Cascade e Braun 
g Shoulders e Charmin « Dawn e Clearblue 
HENS. e Herbal - Pampers « Downy e Crest 
Line Lemsjin Essences « Tampax e Febreze e Gillette 
y e Ivory e Gain e Metamucil 
e Olay e Ivory Snow e Oral-B 
e Old Spice e Mr. Clean e Pepto-Bismol 
e Pantene e Swiffer e Scope 
e Secret « Tide e Venus 
e Vicks 
e ZzzQuil 


Source: “All Brands,” Procter & Gamble website, accessed April 2020 at www.pg.ca/en-CA/our-brands. 


Critical Thinking for Marketing 


1. What is included in the total product concept? 


2. What benefits can be derived from a brand’s packaging and labelling? 
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Consumer and Business Products 


4 d Products are classified as either consumer or business products depending on 
their usage. Consumer products are purchased by the ultimate consumer for their personal 
use, while business products (also called industrial goods or organizational products) are 
purchased either to run a business or to be used as a component in another product or 


service. 


In many instances, the differences are obvious: Monster Energy drinks and The Calgary 
Stampede are examples of consumer products, while a cement mixing truck is primarily a 
business product. Some products, however, are both consumer and business products, 
depending on their usage. A Canon printer can be classified as a consumer product when 
purchased as a final product for personal use, or it can be classified as a business product 
when purchased by an organization to help run a business. Consumer and business products 


consist of numerous types of products, as explained below. 


Consumer Products 


The consumer market consists of four different categories of products: convenience, 
shopping, specialty, and unsought. These items differ in terms of the amount of effort that a 


consumer puts into making a purchase, and how often the items are purchased. 


Convenience products are inexpensive items that a consumer purchases frequently with 
minimal shopping effort. If the product does not meet expectations, there is little risk 
because the product is inexpensive and easy to purchase. Examples of convenience products 


are bread, gum, or potato chips. 


Shopping products are items for which the consumer comparison shops, assessing the 
attributes and prices of different products and brands. These types of products require a 
greater investment of shopping time, are more expensive than convenience products, and 
require a greater assurance of purchase satisfaction. Examples are jeans, airline tickets, and 


electronic items such as smartphones or televisions. 


Specialty products are items that require considerable time and effort to purchase. They tend 
to be more expensive branded products in a category that are needed for special occasions. 
They include specialty brands and require high purchase satisfaction. Examples of specialty 


products include a Rolex watch or taking a cruise with Norwegian Cruise Lines. 


Unsought products are items that the consumer either does not know about or is not 
interested in purchasing. An example of this is home insurance for people who do not own a 
home. 


Rolex watches are specialty products. 


©Papin Lab/Shutterstock 


The manner in which a consumer product is classified depends on the individual. One 
person may view a camera as a shopping product and quickly visit a couple of stores before 
deciding on a brand to purchase. A friend, however, may view a camera as a specialty 
product, looking for a high-end camera for her photography hobby. This may result in 


extensive shopping at high-end camera shops for a specific type of camera. 


It is important to understand that although many products are clearly separated into one 
category or another, people in varying stages of life will classify products differently. 

i] Figure 7-4 generally compares the different types of consumer products and how their 
marketing mixes may vary, depending on the type of product. 


Figure 7—4 Classification of consumer products 
Type of Consumer Product 
Convenience Shopping Specialty Unsought 
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Type of Consumer Product 
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66 Products are classified as either consumer or business products depending on their usage. ?? 


Business Products 


A major characteristic of business products is that their sales are often the result of derived 
demand; that is, sales of business products frequently result (or are derived) from the sale of 
consumer products. For example, as consumer demand for Tesla cars (a consumer product) 
increases, Tesla may increase its demand for paint-spraying equipment (a business product). 
Business products may be classified as production goods and services, or support goods and 
services. 
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Production Goods and Services 


Items used in the manufacturing process that become part of the final product are 
production goods and services. These can include raw materials, such as grain or lumber, or 
component parts, such as door hinges used by Tesla in its car doors. 


Support Goods and Services 


The second class of business products is support goods and services, which are items used 
to assist in producing other goods and services. These include the following: 


e Installations such as buildings and fixed equipment. 


e Accessory equipment such as tools and office equipment, usually purchased in small order 
sizes by buyers. 


e Supplies such as stationery, paper clips, and brooms. 


e Services are intangible activities needed to assist a business in its operations and in 
producing its goods and services. This category can include transportation services, 
maintenance and repair services, and advisory services such as tax or legal counsel. This 
may also include online analytics to monitor website traffic, the creation of a website to 


support a business, or the use of an email database to send out newsletters. 


Critical Thinking for Marketing 


1. What are the differences between consumer products and business products? 
2. What are the four main types of consumer products? 


3. What are the classifications of business products? 


Branding 


5 d A brand is a name, phrase, symbol, or design uniquely given by a company to identify its product(s) and to 
distinguish the product(s) from the competition. Brand names and logos are often created in tandem, designed to visually 
represent the brand to consumers and to build brand recognition. Over the long term, the support that goes into marketing a 
brand results in strong brand associations and a certain degree of consumer loyalty. This creates brand equity, which is 
formally described as the value of a brand that results from the favourable exposure, interactions, associations, and 
experiences that consumers have with a brand over time. 


Developing and nurturing a brand is an important factor in the marketing of a product. This involves creating a new brand 
name or selecting a name that already exists in a company’s arsenal. A brand also needs to be supported with marketing 
activity, starting with creating its logo and designing its packaging (if relevant) and website, as well as developing new 
products and promotions to engage users and bring revenues and profits into the company. Research needs to be conducted 
periodically to help determine trends and requirements, while metrics and analytics are needed to determine success and 
areas of improvement. 
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Ipsos annually conducts its Most Influential Brands study, which looks at “key dimensions that define and determine the 
most influential brands in Canada.” The key dimensions include: trustworthiness, engagement, leading edge, corporate 


citizenship, presence, and COVID-19. Ipsos conducts its own research and, with input from advertising agencies and 


associations as well as consumers, determines this annual influential brand study and rankings. /2 


Let’s look at these brand elements in more detail: 


e Trustworthiness: This is considered the most important element for a brand. It encompasses the consistently dependable 


image that consumers have for a brand and fosters their ongoing confidence in recommending it to others. 


- Engagement: Brands that engage consumers encourage brand loyalty by creating interactions, so consumers can learn 
more about a brand and ultimately share it with others. 


- Leading edge: Brands that stand out are often unique, innovative, and forward-thinking. Their approach tends to be edgy 
and somewhat different, and stands as a benchmark for other brands. 


e Corporate citizenship: Brands with a caring image have the ability to connect with consumers by instilling pride. 


e Presence: Brands need to have a high profile with consumers and stand out from the crowd. These brands make a 
statement about themselves and the people that use them. Often these brands have many advocates that support them. 


« COVID-19: Brands that adapted to the pandemic and supported customers through it. 


Ipsos’s top ten most influential brands in Canada in 2021 were as follows: 
1. Google 

. Amazon 

. YouTube 

. Apple 

. Facebook 

. Microsoft 

. Netflix 

. Visa 


© © a AA Aà U N 


. PC Optimum 
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. Walmart 


6€ Brand equity is the result of considerable marketing investment and needs to be protected. ?? 


Google is topping the list for the tenth consecutive year, while Amazon and YouTube fill out the top three. From this report, 
Ipsos confirmed that Google is quite influential across multiple generations. Trustworthiness and being Leading Edge helped 
propel Google to the top of the list. The organization also pledged to support Canadian news organizations through 


publisher agreements for the Google News Showcase. 


MARKETING TIP 


“Build something 100 people love, not something 1 million people kind of like." 


- Paul Graham - Computer Scientist and Venture Capitalist? 


Some insights from the report include: 

« Moments matter: Companies must interact with customers individually and at the right time. 

- Trust matters: Customers appreciate organizations that are seen to be earning Canadian consumer trust. 

¢ Helping matters: Canadians expect that innovation exists as a means to support/help them—not as a vanity play. 
e True value matters: When brands develop curated experiences that are personalized, customers react positively. 


e Relevance matters: Canadians want brands to see what is important and meaningful to them. 


Interbrand’s Top 10 Global Brands 


Brand Brand Value ($USD millions) 
Apple 482,215 
Microsoft 278,288 
Amazon 274,819 
Google 251,751 
Samsung 87,689 
Toyota 59,757 
Coca-Cola 57,535 
Mercedes-Benz 56,103 
Disney 50,325 
Nike 50,289 


Source: Interbrand, “Best Global Brand,” https://interbrand.com/best-global-brands/ (accessed January 13, 2023). 


Ranking 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 


Page 162 


Many large, well-entrenched brands have been marketed around the world and become global brands. Global brands tend to 
enjoy strong brand equity due to their hefty marketing budgets and well-recognized trademarks. 


Since 2000, Interbrand has conducted an annual study on global brands with publicly available financial records. To be 
included in this brand study, a brand needs to meet certain criteria: 30 percent of its revenues need to be from outside its 
home country; it must be present in Asia, Europe, North America, and emerging markets; it must have publicly available 
financial records; it must have future profit growth expectations; and it must have a public profile and awareness levels 


outside its own marketplace. 


Interbrand’s Best Global Brands 2022 identified Apple, Microsoft, Amazon, Google, and Samsung as the top five global 
brands in the world (see (% table). Its ratings look specifically at a brand’s competitive strength, the role it plays in the 


purchase decision, and its financial performance. 14 


Brand Strategies 


Brands are classified as either individual brands or family brands, depending on whether the name has been extended to 
cover more than one product category. An individual brand is when a company uses a brand name solely for a specific 
product category. Two examples are the Tide brand name, used by Procter & Gamble only for laundry detergent, and X, used 
solely for the micro-blogging social networking site. 


A family brand is when a company uses a brand name to cover a number of different product categories. The brand name 
Crest, although initially used only for toothpaste, is now used by Procter & Gamble for toothpaste, dental floss, mouthwash, 
and teeth-whitening products. Crest extended the use of the brand name and used it to market other products; we call this a 
brand extension. Sony, Nike, and Microsoft are also examples of a family brand, where the company name is also the brand 
name, and all product categories launched by the company are using the corporate name. 


A sub-brand uses both the family brand name and its own brand name. This is a common strategy in the automobile 
industry. For example, Porsche successfully markets its higher-end Porsche Carrera and its lower-end Porsche Boxster, with 
both products benefiting from the quality and performance associated with the Porsche name. 


Proctor & Gamble has used a family branding approach to leverage the 


brand equity of Crest across a range of products. 
2020 Procter & Gamble 


The advantage of using an established family brand name for new goods or services is that brand equity is quickly transferred 
from the flagship brand to the new product, thus saving the company the marketing funds needed to build up this brand 
equity from scratch. A disadvantage of using a family branding approach is that if the new product does not live up to the 
image of the flagship brand, or does not share in its values, then the brand equity built up over time can be eroded for all 
products under this family brand name. 


Protecting Brands—Patents, Copyright, and Trademarks 


Brand equity is the result of considerable marketing investment and needs to be protected. Patents, copyrights, and 
trademarks are used to protect products, brands, and processes from unethical infringement and illegal use. Patents are used 
to legally protect new technologies, or improvements on products or processes. They provide a time-limited, legally protected, 
exclusive right to make, use, and sell an invention. Patents serve as a reward for ingenuity. 15 In Canada, patents currently 
protect owners for a period of 20 years after the patent is filed, providing that maintenance fees are paid during this time. 
After 20 years, the patent then becomes available to the market. 


Copyrights are used to legally protect original written works, sound recordings, or forms of communication from being 
copied by others. It covers music, literature, and performances. In Canada, a copyright is protected for the creator's lifetime 


ar 


plus 50 years. 1° 


Trademarks are used by people or organizations to protect brand images, names, slogans, and designs from usage by 
others. 7 Trademarks are limited to a period of ten years from the date of registration, but can be renewed by their owners to 


maintain their investment. A trademark legally protects a brand name and its related logo, colours, fonts, and various 
combinations that exist for use in a particular category and in a part of the world. 
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If trademarks are to be used in foreign countries, the owner is wise to register an international application. Companies hold 


separate trademarks for each version of a brand name and its associated graphics and logo. For a brand to be trademarked, a 
company first conducts a trademark search to ensure that the trademark is not already owned by another company. If the 
trademark is available and not challenged, then the brand and its associated design and logos can be legally registered in the 
company name. Care must be taken to renew these trademarks as required to ensure that they do not expire. 


Information on trademarks in Canada can be found at the Canadian Intellectual Property Office website at 
www.cipo.ic.gc.ca. Here you can easily conduct a search of the trademark database and its registered trademarks. The 


Canadian Intellectual Property Office provides information on which trademarks are registered, when they were registered, 
and who owns the trademark. 
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Scrabble protected its trademark from online knock-offs. 
Jill Braaten/McGraw-Hill Education 


Protecting a brand trademark has become even more important and more challenging in an increasingly online environment. 


Read the Making Responsible Decisions box, S #Protectyourbrand, for more details and examples of how companies are 
struggling to keep up with their brands on social media. 18 


Making Responsible Decisions 


#Protectyourbrand 


With the rapid uptake in social media usage and the subsequent popularity of digital marketing tools, brands 
need to be even more vigilant about protecting their intellectual property and ultimately protecting brand equity. 
With over 2.96 billion monthly users of Facebook, 368 million active X (formerly known as Twitter) users, and 349 
million domain names registered globally, the world of social media and the Internet can be challenging for 
marketers. In the past, the protection of trademarks and copyrights was fairly straightforward, but with companies 
supporting dozens of different social media sites, websites, and tweets throughout any given day, there are many 
questions to be asked:4 


« Does my company have rights to the social media usernames, hashtags, and domain names that are needed to 
promote the company’s products? 


« How can my company monitor social media for trademark infringement? 


e Are trademark policies clearly outlined on the social media sites my company uses? 


Cybersquatting is the registering of an Internet name with the intent of profiting on another company’s name or 
defaming the company. Domain names using a trademark are protected in Canada by the Canadian Internet 
Registration Authority (CIRA), and complaints are resolved through the CIRA Domain Name Dispute Resolution 
Policy (CDRP) for .ca domain names. For example, if someone had registered a domain name who did not have 
any rights to the trademarked name, the rights to the domain name reverted back to the company that owned the 
trademark. 


Sometimes organizations pay to secure their domain. The most expensive example recorded is 
Carlnsurance.com at $49.7 million. The most expensive domain name in 2022 was business.com, valued at $345 
million.© 


Reckitt Benckiser has registered a hashtag for its Mucinex brand of cough 
and cold products. 


Mucinex and the Mr. Mucus character are trademarks of Reckitt Benckiser LLC. 


Companies are increasingly focusing on the value of a branded hashtag in their social media marketing 
campaigns. Hashtags can quickly spread globally, and since hashtags can be used by anyone, including 
competitors, they can create positive or negative viral discussions about a brand. Marketers are now including 


hashtags in their brand strategy, which begs the question: Can hashtags be protected so that marketers can 
manage their brand messages? 


Trademarking hashtags can be hit and miss, with fewer than 50 percent of hashtags meeting the criteria for 
trademarking, so a company called Twubs lets people register hashtags in case there are legal issues in the 
future. 


The question is whether a hashtag has evolved further so that it functions as a hashtag trademark—or a 
“tagmark.” The answer is an unequivocal yes. In both Canada and the U.S., hundreds of tagmarks have been 
registered by some of the world’s biggest consumer products companies and some of the smallest start-ups. 
Hashtag-related claims have emerged in a number of trademark infringement lawsuits. To quote the Trademarks 
Office, “the addition of the # symbol or equivalent word to a clearly descriptive trademark will not render it 
registrable.... [EJach trademark must be examined based on its own merit and trademarks consisting of, or 
containing, the hash symbol or word ‘hashtag’ will always be examined on a case by case basis.” 


In Canada, not only do we have guidance from the Trademarks Office, we also can see from reviewing the 
trademarks register that many hashtag marks have been successfully registered. A good example of this is 
Toronto-based influencer platform Hashtag Paid Inc. This company has successfully registered the trademark 
“#paid” in association with advertising agency services, and advertising and business management consultancy 
services, among other things. 


The hashtag #paid illustrates how brands have developed a distinctive hashtag to be used as an identifier and a 
registrable mark. The world of hashtag trademarks continues to evolve, and the law is playing catch-up. We can 
expect that the number of hashtags being used and applied for as trademarks will increase as businesses start 
relying more heavily on social media as sales platforms and increase the scope of their branding efforts to 
incorporate the use of hashtags as identifiers of their offerings. 


On social media sites such as X, Instagram, and Facebook, usernames are assigned on a first-come, first-served 
basis and cannot be reserved. Therefore, someone could take your trademark as a username, and unless they 
are misleading people to believe that they are affiliated with your business, nothing can be done. For example, if 
someone other than Coca-Cola registers cocacola as a username and then posts information about competitive 
products, which is then confusing to viewers and may be harmful to the Coca-Cola brand, Coke may have the 
grounds to submit a trademark infringement claim. 


In the case of trademark protection on social media, prevention is the best policy. It is also recommended that 

companies develop clear policies on how to deal with each potential source of infringement. Here are some tips 

to protect your brand in social media: 

1. Protect company names, logos, slogans, and brand names using trademarks. 

2. Consult a professional regarding the need for and use of trademarks and copyright in social media. 

3. Use defensive registration by registering all trademark domain names and usernames (including common 
misspellings) up front. 

4. Create trademark use guidelines to ensure that the company is consistent in its use of trademarks, preventing 
confusion. 


5. Regularly conduct searches (or hire a professional watching service), not only to detect potential trademark 
infringement, but to monitor potential defamation and to be aware of how your brand is being perceived. 


6. Claim your trademarks as usernames as soon as possible. 


Marketers must include social media in their intellectual property strategy to maximize as well as protect their 
brand messaging and brand equity. 


Questions 


41. It is important for companies to monitor social media for trademark infringement. Can you suggest how this 


could be done? 
2. While companies and brands have faced issues with cybersquatting, celebrities have, as well. What is the main 


motivator for cybersquatters? 


Brand Loyalty 


Just how much do consumers like and insist on a particular brand? Will they choose another if their first choice is not 
available, or will they insist on finding their brand? These are brand loyalty decisions. The degree of attachment that 
consumers have to a particular brand tells a marketer about their brand loyalty. Brand loyalty refers to the favourable 
attitudes that a consumer has over time toward a brand that result in varying levels of purchase insistence and commitment 


to the brand. Brand loyalty varies by product and from person to person. Marketers strive to have highly committed, brand- 


loyal consumers as this helps insulate their brand from competitive marketing practices. 


What keeps consumers loyal to their favorite product brands 


. Product consistency : Customer 
: (size, taste, . service 


quality, etc.) 5 Easy shopping 


: experience (shopping, 
check out, returns) 


Value for 
: money Selection/ 
: product 
assortment 


| Product 


: quali : 
quanty Tepina 


Respondents who said these factors were very or extremely 


important in earning and keeping their loyalty to a brand Source: The truth about customer loyalty, KPMG International, 2019 


Consumers reveal what keeps them coming back. 


Ə 
Consumers that readily switch brands depending on price generally have very little brand loyalty. Consumers with a stronger 
brand attachment may have some brand loyalty but may easily switch brands if one brand is not available. A brand’s most 
loyal consumers will insist on purchasing their brand of choice and will postpone a purchase if the brand is not available. 
Most people have different degrees of brand loyalty depending on the product, brand, or category. Consider the products you 


purchase, and determine where you have strong brand loyalty and where you have very little. 
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E6 Marketers work to associate brands with specific personality traits and to help consumers make emotional connections with their 
brands. ?? 


Brand Personality 


Marketers recognize that brands offer more than product recognition and identification. Successful brands take on a brand 
personality of their own—a set of human characteristics associated with the brand. 1’ Research shows that consumers often 


associate particular human personality traits with certain brands and prefer those whose personalities are most appealing. 


For example, Pepsi-Cola is seen as being youthful in spirit and exciting, while Dr. Pepper is viewed as being unique and 
nonconformist. The traits often linked to Harley-Davidson are masculinity, defiance, and rugged individualism. 


Millward-Brown conducted a study of 500,000 people globally to determine how brands were aligned with personality traits. 
There were some cultural and regional differences that were noted. The most successful brands in Canada were described as 
“creative” and “in control.” Brand personalities described as “different” were not as successful in Canada.29 Through 
marketing and promotion, marketers work to associate brands with specific personality traits and to help consumers make 
emotional connections with their brands. 


Brand Names 


When we say Xbox, iPad, Duracell, Porsche, Coke, or Nike, we typically do not think about how companies determined 
these brand names. Selecting a successful brand name can be a long and sometimes expensive process. Companies can 
spend thousands of dollars developing and testing a new brand name. Here are some key points to consider when 
determining a good brand name: 


« The name should suggest the product benefits. This is demonstrated by brand names such as Easy-Off (oven cleaner) and 
Chevrolet Spark (electric car), both of which clearly describe the product’s benefits. Care should be taken to review how 


the brand name translates into other languages to avoid future pitfalls. 


e The name should be memorable, distinctive, and positive. A number of new brands have been introduced over the last few 
years with distinctive brand names such as iPad, Xbox, Twitter (now X), and Google. All these names are very distinctive 
and were entirely unique and unknown when first introduced. Today, these brand names have high awareness in Canada 
and enjoy very strong brand recognition. 


« The name should fit the company or product image. Brand names such as Duracell or Eveready clearly suggest that these 
products provide reliable and long battery life. Twitter (now X) expressed the short conversations (tweeting) that can 
occur on this platform of 140 characters. 


- The name should have the ability to be legally protected. A brand name must be “trademarkable” to protect a company’s 
investment. If the brand name is too generic, or the trademark is owned by another company, the proposed brand name 
cannot be trademarked. Increasingly, brand names also need a corresponding website address, which can complicate name 
selection, as there are over 360 million domain names registered globally.2! 

An example that made international headlines was that of MikeRoweSoft.com. A 17-year-old teenager in Victoria, British 

Columbia, named Mike Rowe set up this website for his graphic design business. He thought that since his name was Mike 

Rowe, it would be humorous to add Soft to the end and have an interesting play on words. Once Microsoft became aware 

of the site, it quickly sent a letter to Mike Rowe demanding that the website be shut down immediately due to trademark 

infringement. 
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In what has now become a page in Internet history, Mike Rowe eventually settled the lawsuit for an Xbox and a few 

games.22 This case was a pioneer in the cybersquatting (registering an Internet name with the intent of profiting on 

another company’s name) world, and on average, 3,400 cybersquatting cases are filed annually, with continued growth 


over the last few years.23 


« The name should be simple. The brand names iPad, Xbox, X, and Google are all simple names to spell and remember. This 
makes them more memorable and helps build brand equity. 


Critical Thinking for Marketing 


1. In what instances are patents, copyrights, and trademarks used? 


2. Explain the concepts of brand equity and brand loyalty. 


3. What are the components of a good brand name? 


Types of Brands 


6 d There are three types of brands: (1) manufacturer’s brands, (2) private-label brands, and (3) generic brands. 


A manufacturer’s brand is one that is owned and produced by the manufacturer. Gravol (dimenhydrinate is the name of the 
drug) is the manufacturer’s brand created by Church & Dwight and sold to drugstores throughout Canada. Church & 
Dwight invested considerable resources, time, and money into the development and marketing of the brand. 


When Gravol was launched in Canada, it was protected by a patent, but as mentioned earlier, a patent is restricted to a 
limited number of years, currently over 20 years in Canada. Once a patent expires, other manufacturers can produce a 
similar product. Church & Dwight has subsequently launched brand extensions with naturally sourced ingredients, as well as 
additional formats to extend the life of Gravol as a manufacturer’s brand. 


A private-label brand, otherwise known as a store brand, is owned by a retailer that contracts its manufacturing out to major 
suppliers and then sells the product at its own retail stores, under its own store-brand name. Often these products are 
manufactured in the same factories as the manufacturer’s brand, Private-label products are very popular in Canada, with 21 
percent of shopping dollars spent on private-label products. This is higher than the global average. Canadian customers 


believe that private-label products are good alternatives to manufacturer’s brands, offering good quality and good value. ?4 


A private-label brand provides a retailer with the opportunity to offer its customers a less expensive alternative to a 
manufacturer’s brand. Private-label products are generally sold at prices 25 to 30 percent lower than manufacturer’s brands. 
Because these store brands do not have to pay high listing fees and they have lower marketing costs, retailers often make 


more profit on private-label brands. This is an incentive to invest in the development of more private-label products. 25 


What type of brand is Mastercraft? 


Used with permission of Canadian Tire 
Corporation 


Examples of private-label products are Life brand, available at Shoppers Drug Mart; Selections and Irresistibles brands at 
Metro; and Mastercraft at Canadian Tire. 


°€ 4 private-label brand provides a retailer with the opportunity to offer its customers a less expensive alternative to a manufacturer's 
brand.?? 


A generic brand has no branding at all and is sometimes produced as a cheap alternative to a manufacturer’s brand and to a 
private-label branded product. A generic brand is typically named using the main product ingredient, with its main point of 
difference being price. 
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Generic products are most commonly found in the pharmaceutical industry. Once the patent has expired for a prescription 
medication, many generic versions are created and sold to pharmacies by generic drug manufacturers such as Apotex Inc. or 
Novopharm. Once a generic is available, these cheaper versions are often substituted by pharmacists for the branded 
medicines when a prescription is filled. This can save governments, insurance companies, and consumers substantial sums of 


money. 


Although a less expensive alternative to other branded products, a generic product lacks the brand equity and product 


recognition that is enjoyed by both a manufacturer’s brand and branded private-label products. 


Outside of the pharmaceutical industry, generic products can often be found at various retail outlets such as dollar stores 
where select products with no associated brand names are sold. Dollarama stores, for instance, sell plastic clogs that are 
direct knock-offs of Crocs but have absolutely no branding at all. 


Critical Thinking for Marketing 


1. What are the advantages and disadvantages of using a family brand rather than an individual brand to launch a new 


product? 
2. Explain the difference between a private-label brand and a generic brand. 


3. What type of price differences would you expect to see for a manufacturer's brand, a private-label brand, and a generic 


brand for products within the same category? 
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Summary...just the facts 


1 d ¢ A product is a term used in marketing to designate non-durable goods, durable goods, and services that are 
marketed. Some products are a combination of both goods and services. 


e There are four unique elements to services: intangibility, inconsistency, inseparability, and inventory. These four 
elements are referred to as the four I's of services. 
2 d ¢ The total product concept includes the core product, the actual product, and the augmented product. 
3 d e Product mix is the combination of product lines managed by a company. The product mix width refers to 
the number of different product lines offered by the company. The product line length refers to the number of 
product or brands in the product line. The product line depth refers to the number of different versions of each 


product sold within its product lines. 


4 d e Consumer products are classified into convenience products, shopping products, specialty products, and 
unsought products. 
e Business products are classified into production or support goods. Production goods include raw materials and 
components parts, while support goods include installations, accessory equipment, supplies, and services. 
5 d ¢ A brand is a name or phrase used to identify a product and to distinguish it from the competition. Brand 
equity is the result of the positive experiences consumers have with the brand over time and results in brand loyalty. 
« Trademarks are used to legally protect brands, patents are used to protect unique processes, and copyrights are used 


to protect the written or spoken word. 


6 y e Companies may restrict a brand name for use with a single product line, thus using an individual brand, or 
may extend a brand name to encompass a number of different product categories, resulting in the creation of a family 
brand and, in some instances, sub-brands. 


e Brands are categorized as manufacturer’s brands, private-label brands, and generic brands. 


Key Terms and Concepts...a refresher 


actual product 
augmented product 
brand 

brand equity 

brand extension 
brand loyalty 
brand personality 
business products 
consumer products 
convenience products 
copyrights 

core product 
durable good 
family brand 
generic brand 
global brands 

idle production capacity 
individual brand 
manufacturer’s brand 
non-durable good 
patents 
private-label brand 
product line 
product line depth 
product line length 
product mix 
product mix width 
service continuum 
shopping products 
specialty products 
sub-brand 
trademarks 
unsought products 


virtual services 


Hands-on... APPLY YOUR KNOWLEDGE 


Branding Assignment In groups, pick a favourite company. Gather information on that company and its brands from the 
Internet, including the company’s website and social media. Describe the product mix width as well as the product line 
length and depth. Choose one of the company’s brands. Brainstorm with your group ways in which the company could 
improve brand equity and increase brand loyalty. 
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Chapter Vignette... ACTIVITY 


Endy developed an innovative, direct-to-consumer brand from scratch. Carefully review the opening vignette and conduct 
your own research. Outline the strengths and weaknesses of Endy and list the external factors currently impacting the 
brand. What external opportunities and threats should Endy be most concerned about in the future? 


Marketing YOU 


A brand is a name or phrase that is used to identify a product, to distinguish it from the competition and allow it to be 
easily found by customers. You also have a brand, a way to identify and promote yourself in a distinct manner. When an 
employer is searching from someone to hire, you also want to be easily found. 


Inbound marketing is when interested consumers find a product using online techniques. The online marketing tools that 
are available to organizations are also available to you to use, so that when employers are looking for future hires you can 
be found. One key social media platform to have a profile on is LinkedIn. 


LinkedIn is a social media platform where you post a shortened version of your resumé, creating a digital profile. The 
digital profile includes your accomplishments, career history, and links to any school, work or volunteer projects that you 
have completed. Additionally it allows you to connect to industry professionals. According to the LinkedIn website, as of 
May 2023 there were 930 million members from over 200 countries and territories, including over 18 million members 
in Canada.2® According to Omnicore, 40 million members are students or recent grads.27 Many of those millions of 


members are senior level influencers and are in decision-making positions.28 


In addition, 90,000 schools have a profile on LinkedIn. Reviewing a school’s connections on LinkedIn is a great way to 
see what organizations alumni are working at. Remember, reaching out to alumni from your school provides you with 
opportunities to build your network.22 When it comes to finding a job, more than 90 percent of recruiters used LinkedIn 
regularly and there are over 30 million companies online with millions of job openings posted.29 


It is important to have a profile on LinkedIn as their members are the exact people you want to connect to. 


Activity: 


If you haven’t yet, go to the LinkedIn platform to set up your LinkedIn profile. Include links to your projects and details 
on your volunteer roles in the Featured section. Keep your profile up to date. Remember to include a professional 
headshot, as it has been shown to generate 14 times more profile views.2! 


Chapter 8 
New Product Development 


JC Olivera/Getty Images 


LEARNING OBJECTIVES 


1 Explain the concept of the product life cycle and the elements involved in each stage 
2 Describe the ways that product life cycles can be extended 


39 Differentiate between different types of new products 
ogli Describe the adoption curve of new products 
5 Detail each step in the new product development process 


CHAPTER OUTLINE 


= LUS Brands 

=a The product life cycle 

a Product life cycle strategies 

= Types of new products 

= The adoption curve 

= Why new products succeed or fail 

= Approaches to new product development 


= The new product development process 


CHAPTER FEATURES 


Knix Underwear 


How Knix Wear innovated and succeeded in a very traditional industry. 


Stripe Climate Helps Companies Remove Carbon from the Atmosphere 


How a payment company supports businesses to remove carbon from the atmosphere with just a few 
clicks. 


This chapter looks at new products and how they are developed, launched, and managed over time. In 2015, Sahar Saidi 
found herself unable to find a job. She was a new graduate with a Global Executive MBA from the Rotman School of 
Business and already had a diversity of business experiences. She was disappointed but knew she needed to do 


something. With this, LUS brands was born, as Saidi says, "Out of neccessity."! 


As a woman with curly hair, Sahar Saidi saw that there was a need for hair care products tailored to her and others with 
similar hair. She set out with a single goal: develop high quality products for this segment. She began to experiment with 


different product formulations on herself, friends, and family.2 


Once Saidi got the product right, she started pitching her business idea to investors—without much success. These 
potential funders could not see how a new hair product would be successful in a market that was already saturated and 
fragmented. 
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Without investor support, Saidi had to find creative means to access start-up capital. Through a line of credit and small 
business loan she was able to secure $100,000. Fifty percent of this was spent on inventory. 


After her many struggles, LUS launched in 2017. The brand used a direct-to-consumer model where customers would 
order their products online and LUS would ship to customers’ homes. In her first year, Saidi earned $1.3 million in 
revenue and in the second year her business grew by 750 percent.4 


With this success, LUS was able to recruit investors to supply a million dollars of capital and act as advisors to Saidi.> 


Today, LUS Brands sells products for wavy, curly, and kinky-coily hair. They have a Black Label Line that includes scalp 
serum, elixir oil, and hair perfume. LUS also sell accessories such as detanglers, claw clips, and hair dryers and 


diffusers. 


With over five years in the business, Saidi has been recognized as one of the top 40 under 40 leaders in Canada and was 
the RBC Women Entrepreneur Awards Start-Up recipient in 2020. Saidi's problem-solving skills and yearning to help 
people love their hair as it is continues the company's growth. 


reality CHECK @@® 


As you read Chapter 8, refer back to the LUS Brands opening vignette to answer the following 
questions: 
What type of innovation is LUS Brands: a minor innovation, a continuous innovation, or a radical 
innovation? 


What stage in the product life cycle is LUS Brands in: introductory, growth, maturity, or decline? 


Considering the adoption curve (el Figure 8-6), which group of consumers is LUS Brands aiming 
for with its targeted hair care products: innovators, early adopters, or the early majority? 
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The Product Life Cycle 


1 P The concept of the product life cycle describes the stages that a new product goes 
through, starting with its initial introduction into the marketplace and moving through to the 
stages of growth, maturity, and decline. The concept of the product life cycle is used by many 
marketers to help manage a product from its initial launch through to its eventual decline. 
Marketers try to manage products so that they extend the time until the decline stage or, 
perhaps, so they don’t reach the decline stage at all. This is done by changing, updating, and 
repositioning products to meet evolving consumer needs and competitive challenges. 


While all products follow this same product life cycle, products in the online and technology 
areas often experience shorter cycles that require frequent product updates to stay 
competitive. We see this frequently with social media sites such as Facebook, TikTok, and 


Instagram, which frequently add new features for its users, as well as new tools for marketers. 


Figure 8-1 traces the curve of a product life cycle by plotting a product’s sales and profits 
over time. The curves change in response to the competitive environment and to consumers’ 


demand for the innovation. 


Figure 8—1 Product life cycle 


Stage of the product life cycle 


Introduction Growth Maturity Decline 


Sales 


Initially, during the introduction stage, a product experiences minimal sales that are growing 
slowly, minimal or nonexistent profits, and very few competitors. Over time, propelled by 
marketing programs and product demand, a product moves into a period of rapid growth, 
and profit increases. As the competition becomes more severe, consumers are presented with 
competitive products, which cause a product’s sales and profits to flatten out and eventually, 
if not addressed by a marketer, decline. The length of each stage in the product life cycle 
depends on the product, the category, and how it is being marketed. 


A more detailed example of how products are marketed through their life cycles can be seen 
in the smartphone category. Apple launched the original iPhone in 2007, and it has changed 
the product’s features, services, pricing, and marketing over time to stay relevant and 
competitive against Samsung, Google, LG, Motorola, and the variety of other smartphone 


manufacturers that have entered the market (see = Figure 8-2). 


In 2007, the original iPhone was revolutionary. At that time, the smartphone market was 
focused mainly on the corporate market, and features focused on email and work-related 
functions. The iPhone changed all that. While the typical smartphone functions were still 
available, the iPhone had a large colourful screen and touch features that eliminated the 
external keyboard. Apple targeted the consumer market rather than only the corporate 
segment. Initially, the Apple operating system was fairly basic and features were limited. Over 
time, the market became more competitive, with companies like Samsung introducing new 


models and features at a rapid pace. 


Throughout its growth phase, Apple continued to improve its features, such as camera 
quality, memory, screen size, faster performance, and touch sensors. In addition, Apple 
placed a significant focus on the development of exclusive apps and services to increase the 
functionality of its devices. The number of apps available for the iPhone and Apple products 
in the Apple App Store has exceeded 3.59 million, and Apple has provided services such as 
iCloud, iBooks, Apple Pay, iMessages, and location-based services.® 


Apple’s iPhone continuously introduces new features 
and models to keep it relevant and competitive. 
©NYC Russ/Shutterstock 
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At launch, Apple focused on generating awareness and demand for the iPhone. Advertising 
showcased the elegance of the iPhone, which was so different from the existing genre of 
smartphones. As the functionality of the iPhone improved during the growth phase, Apple 
used advertising to highlight its unique features and the evolution of the Apple App Store. Up 
to this point, Apple wanted to convince customers that they needed an iPhone. As the 
iPhone settles in to the maturity phase, ads now focus on confirming that the iPhone is an 
integral part of life, reinforcing to consumers that they have made the right decision by 
selecting the iPhone. This message is validated by the continuing evolution of differentiating 
features such as 5G and 3D depth sensing. 


Figure 8—2 Apple iPhone product life cycle* 
Apple’s iPhone—Managing the Product Life Cycle (PLC) 
Product New Product Features Price (US$) 


2007: Original iPhone One model; 4, 8, 16 GB; $499-$599 
3.5" multi-touch screen; 2 
megapixel camera iOS 3; 


no apps 
2008/2009: iPhone 3 App Store; faster; less $199-$299 
e iPhone 3G battery usage; ability to 


e iPhone 3GS cut, copy, and paste text; 


Apple’s iPhone—Managing the Product Life Cycle (PLC) 


Product 


2010/2011: iPhone 4 
e iPhone 4 
e iPhone 4S 


2012/2013: iPhone 5 
e iPhone 5 

e iPhone 5S 

e iPhone 5C 


2014/2015: iPhone 6 
e iPhone 6 

e iPhone 6 Plus 

e iPhone 6S 

e iPhone 6S Plus 
2016: iPhone 7 

e iPhone 7 

e iPhone 7 Plus 


2017: iPhone 8 
e iPhone 8 
e iPhone 8 Plus 


New Product Features 
visual voicemail; parental 
controls; photo 
geotagging; voice 
dialling; landscape 
keyboard 


Stainless steel design, 
dual-core processor, 
location-based systems, 
iCloud, Facetime, iBooks, 
HD video, iMessage 


Passbook, improved 
Maps app, A7 chip 
provides two-times faster 
performance, fingerprint 
sensor, larger screen 


Faster A8/9 processing 
chips, HD 4K video (6S), 
3D touch (6S), improved 
iSight camera, Apple Pay, 
near-field communication 


Water resistant, no 
headphone jack (new 
AirPods earbuds), stereo 
speakers 


Glass and aluminum 
design, Retina HD 
displays, A11 Bionic Chip, 
new single and dual 
cameras with support for 
portrait lighting, 
optimized for augmented 
reality, Super Retina 


Price (US$) 


$199-$399 


$199-$399 


$199-$499 


$649 


$699-$999+ 


Apple’s iPhone—Managing the Product Life Cycle (PLC) 


Product 


2018: iPhone X 

e iPhone XR 

e iPhone XS 

e iPhone XS Max 


2019: iPhone 11 

e iPhone 11 

e iPhone 11 Pro 

e iPhone Pro Max 


2020: iPhone 12 
e iPhone 12 

e iPhone 12 Pro 
e iPhone 12 Mini 


e iPhone 12 Pro Max 


2021: iPhone 13 
e iPhone 13 Pro 


e iPhone 13 Pro Max 


2022: iPhone 14 
e iPhone 14 


New Product Features 
Display, TrueDepth 
camera system, Face ID 
Super Retina OLED 
display; improved 
scratch, splash, and 
water resistance; 12 
megapixel dual camera 
system; TrueDepth 
camera system; faster 
Face ID; wider stereo 
sound; dual SIM support; 
A12 Bionic Chip 
Liquid Retina HD display; 
dual 12 megapixel ultra- 
wide and wide cameras; 
12 megapixel front-facing 
camera; 4K video at up to 
6O0fps; A13 bionic 
processor; up to 5 hours 
more battery life; 
stronger, matte-finish 
glass enclosure 
5G network connection; 
Magsafe wireless 
charging 


Price (US$) 


$749-$1,099+ 


$699-$999+ 


$699-$1,099 


Super Retina XDR Display $1,399-$1,549 


with ProMotion; A15 
bionic chip; advanced 5G 
ultra wide camera 

6.7 inch size; dual camera 
system; crash detection 


$1,099-$1,249 


Apple’s iPhone—Managing the Product Life Cycle (PLC) 


Product 


e iPhone 14 P 


New Product Features 


with emergency SOS 


Price (US$) 


In the following sections, we look at each stage of the product life cycle in more detail to 


appreciate how marketers use this concept to manage their products profitably (see 


Figure 8-3). The product life cycle concept is used by marketers in many different ways. It 


is most often used to help manage products or brands and, in some instances, to analyze an 


industry in general. 


Figure 8-3 Managing the stages of the product life cycle 


Stage in Product 


Life Cycle 


Competition 


General 
marketing 
objective 


Product 


Price 


Introduction 


Few 
competitors 
exist 


Awareness 


Focus ona 
new product 
or brand 


Use a 
skimming or 
penetration 
strategy 


Growth 


More 
competitors 
enter the 
market 


Product 
differentiation 


Introduce 
more features 


Prices are 
slowly 
reduced 


Maturity 


Many 
competitors 
in the 
market 


Brand 
loyalty 


Ensure full 
product line 
is available 
and 
innovative 
with new 
ideas 


Price 
discounts 
are used 
frequently 


Decline 


Reduced 
competition, 
with some 
competitors 
leaving the 
market 


Product 
rationalization 


Retain only 
best sellers or 
discontinue 


Very low 
prices 


Stage in Product 


Life Cycle Introduction Growth Maturity Decline 
Place Limited Distribution is Full Distribution is 
(distribution) distribution increased distribution reduced 

is achieved 
Promotion Focus on Emphasize Focus on Only minimal 
(communication) building points of pricing and promotion, if 
awareness difference sales any 
with versus the promotion 
advertising competition 
Profit Minimal Increased Maximized Decreasing 
profits, if any profits that profits that and minimal 
reach their level off profits 
maximum 


Introduction Stage 


The introduction stage of the product life cycle occurs when a product is first introduced to 

its intended target market. During this period, profits are minimal, typically due to: (1) slow 
sales growth, (2) high product development costs, and (3) high levels of marketing spending 
needed to launch the new product. The key marketing objective during this stage is to create 


consumer awareness and to stimulate trial (or the first purchase) of the new product. 


This stage is characterized by little competition and a lack of consumer awareness about the 
product. Radical new categories or technological innovations also come with the added 
challenge of having to educate consumers about the existence and relevancy of the category 
itself. In many cases, the money spent on advertising and promotion is focused on developing 
demand for the product class rather than just the brand, since there are few competitors 
established in the market. The other elements of the marketing mix are also carefully crafted 
to ensure that they are in step with the product launch and its consumers. 


During the introduction stage, pricing can be high or low. A high initial price is called a price 
skimming strategy and is used by companies to help recover research and development costs. 
This approach takes advantage of the price insensitivity of innovators and early adopters. The 


price skimming strategy is very common in the electronics market, with products such as 4K 


smart TVs and smartphones being launched at high prices to recover costs and then lowering 


their prices to attract a larger, more price-sensitive market. 
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If a company uses a low price to enter the market, this is referred to as a penetration pricing 
strategy and is used to encourage rapid acceptance of an innovation or to combat a 


competitive threat. Pricing strategies are discussed in greater detail in [F Chapter 9. 


Distribution can often be a challenge during the introduction stage of the product life cycle 
because channel members may be hesitant to carry a new product that is unproven. Listing 
fees may also present themselves as an expensive proposition for marketers, who often 
experience retailers charging to recover the costs and risks of listing, shelving, and 


merchandising a new product in stores. 


66 Distribution can often be a challenge during the introduction stage of the product life cycle 
because channel members may be hesitant to carry a new product that is unproven. ?? 


The iPhone, during its introductory stage, was launched at a high price, and Apple has 


focused on continuous innovation to protect its brand value and pricing.” 


Growth Stage 


The growth stage of the product life cycle sees an increase in competition and a rapid rise in 
sales and profits. The market is flooded with competing brands that thrust a category and its 
products into the forefront. This results in new consumers being enticed into the category 


and a resultant increase in sales. 


In this competitive arena, marketers focus their programs on differentiating products from 
competitive offerings. New features are added to original designs, and product proliferation 
often occurs. Pricing levels are generally lowered to become more competitive and 
distribution increases. Promotion at this stage becomes more product specific, with 
advertising playing a key role in focusing consumers on particular brands. Profits often reach 
their peak at this stage due to more focused promotion and a decline in development and 


production costs. Marketing objectives focus on product differentiation. 


Electric vehicles are currently in the growth state of the product lifecycle. Over the last few 
years, more manufacturers and brands have entered the market and thus the number of 


competitors, too, has increased. 


Electric Cars Available in Canada in 
2023 


Brand Number of Models 
Audi 

BMW 
Chevrolet 
Ford 

Hyundai 
Jaguar 

Kia 

Lucid 

Mazda 
Mercedes-Benz 
MINI 

Nissan 
Polestar 
Porsche 

Rivian 

Subaru 

Tesla 

Toyota 
VinFast 


Volkswagen 


4 
8 
2 
7 
5 
1 
4 
2 
1 
2 
1 
7 
4 
3 
8 
1 
7 
1 
2 
4 
2 


Volvo 


Source: CAA, "Availability of EVs in Canada," https://evbuyersguide.caa.ca/available-in-canada (accessed January 25, 2023). 


Electric vehicle products in Canada are beginning to differentiate based on brand, size, 


speed, mileage, and battery capacity. For example, the Tesla Model S has a range of 637 


kilometres where as the Kia Niro has a range of 407 kilometres. 10 


66 The maturity stage of the product life cycle is characterized by a slowdown of sales growth and 
profit. ?? 


Maturity Stage 


The maturity stage of the product life cycle is characterized by a slowdown of sales growth 
and profit. Competitors are well established, and fewer new consumers enter the market. 
Marketing focuses on holding or gaining market share by continuing to differentiate the 
product and building on existing customer loyalty. Profits level off at this stage, often due to 
price competition. A major consideration in a company’s strategy in this stage is to control 


overall marketing costs by improving promotional and distribution efficiency. 
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The maturity stage is generally the longest stage in the product life cycle, with marketers 
focusing efforts to ensure that the product does not go into decline. Marketers use short-term 
promotional tactics such as consumer promotions to encourage consumers to purchase the 
product. Product innovation can also become a priority as marketers try to reposition 
products in the market and revamp product lines to be more competitive and relevant to 
consumers’ needs. The purpose of this renewed focus on innovation is to try to take the 
product back into the growth or early maturity stages of the product life cycle, as we have 
seen with products such as the iPhone. 


VEGETABLES** LEGUMES’/ | 


1 SERVING OF VEGETABLES FR tg ie, 
pu OREN LIE AD / 


cheeses 


fromages = : 


KD has launched additional varieties and formats. 


(all images) ©Helen Sessions/Alamy Stock Photos 


Numerous well-established products are in the maturity stage of their product life cycles; 
examples include Heinz Ketchup, Coca-Cola, Hellmann’s Mayonnaise, M&M’s, and Kraft 
Dinner (KD). What do marketers of these products do to maintain product relevancy in 
these categories and to stop them from going into decline? Packaging changes, product 
modifications, and extended-usage approaches are often used to keep them relevant. 


Decline Stage 


The decline stage of the product life cycle occurs when sales and profits steadily drop over 
time. Frequently, a product enters this stage when products become obsolete due to 
technological innovation or changes in consumer needs. Music streaming platforms such as 
Spotify and Apple Music replaced downloadable music files after downloadable music 
replaced CDs. Video streaming on platforms such as Netflix and Crave replaced DVDs after 
the discs replaced VHS. 


Products in the decline stage tend to take a disproportionate share of management and 
financial resources relative to their future value. As a result, a company follows one of two 
strategies to deal with a declining product. It will either delete the product or harvest the 
product. Deletion is when a product is discontinued. Normally, decisions to discontinue a 
product are not taken lightly as there can be residual customers who still use this product. 
Harvesting is when a company keeps the product but reduces marketing support in an 


attempt to reap some minor profits at this stage in the life cycle. 


Length of the Product Life Cycle 


The length of a product life cycle varies according to the industry, the competition, 
technological innovation, and approaches to marketing the product. There is no set 
timeframe for a product to move through its life cycle. Generally, consumer products have 
shorter life cycles than business products. For example, some new consumer food products, 
such as Frito-Lay’s Baked Lay’s potato chips, moved from the introduction stage to maturity 
quickly. 


The availability of mass communication vehicles informs consumers immediately and 
shortens life cycles. Technological change shortens product life cycles as product innovation 
replaces existing products. For example, smartphones have largely replaced digital cameras in 
the amateur photography market. Other products, such as Heinz ketchup, have extended 


product life cycles that have continued for years, driven by marketing approaches that keep 


the product relevant. 


Shape of the Product Life Cycle 


The generalized life cycle shown in ial Figure 8-1 does not always apply to all products. 
(4 Figure 8-4 shows four product life cycle curves that apply to different types of products. 
These products and their life cycles can be categorized into four main areas: high-learning 


products, low-learning products, fashion products, and fad products. 


Figure 8—4 Alternate product life cycles 


A. High-learning products B. Low-learning products 


Sales 
Sales 


Time Time 


C. Fashion products D. Fad products 


Sales 
Sales 
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A high-learning product is one where there is an extended introductory period due to the 
significant efforts required to educate customers on the usage and benefits of the product. 
Movie-streaming services are an example of such a product. A switch to online movie 
streaming from DVD or Blu-ray was a real shift in thinking for many consumers who were a 
bit slow to understand the advantages of the new technology, how to use it, and what to do 


with their old DVDs and video rental memberships. It also required consumers to overcome 
issues of insufficient bandwidth, the necessity to use a computer or other device (prior to the 
introduction of smart TVs), and the fact that few movie titles were initially offered for 
streaming. It took considerable time for consumers and the industry to fully adopt this 
technology, resulting in an extended introductory period for movie streaming services. 


In contrast, a low-learning product has a short introductory stage in the product life cycle. In 
these instances, the benefits of purchasing these products are self-evident and very little 
learning is required. An example of a successful low-learning product is the Apple Watch, 
which required little education for consumers. Consumers trusted the Apple brand and were 
familiar with its touch technology from use of the Apple iPhone. 


The product life cycle for a fashion product is cyclical. The length of the cycle will vary, but it 
is relatively short, going from introduction to decline, generally within a two- to three-year 
period, only to resurface a few years later. Life cycles for fashion products most often appear 
in men’s and women’s footwear and apparel. Whether we like it or not, fashion trends such as 
bell bottom pants, crop tops, and leggings have gone away only to come back again years 
later. 


A fad refers to a product with a very short product life cycle. It typically experiences 
immediate rapid growth, followed by an equally rapid decline, with no real maturity stage at 
all. These products tend to be novelties, such as the Pet Rock craze and Pokémon Go. 


Children’s toys often fall into this category. 


MARKETING TIP 


“Don’t find customers for your products, find products for your customers.” 


- Seth Godin, Executive and Author for Marketing 


Critical Thinking for Marketing 


1. What are the four stages in the product life cycle? How do they differ in terms of sales 
and profits? 


2. How do high-learning and low-learning products differ? 


3. What is the shape of the product life cycle for a new smartphone in today’s marketplace? 


Product Life Cycle Strategies 


2 d It is important for a firm to manage its products through their life cycles, profitably extending and prolonging 
their relevance in the market. Product life cycles can be extended in a number of ways, namely by (1) modifying the product, 
(2) modifying the market, (3) repositioning a product, and (4) introducing a new product. It is important to realize that a 


combination of these approaches is most often used to keep products fresh and relevant. 
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Christie keeps its product lines fresh with new items and marketing 
campaigns. 
©Keith Homan/Shutterstock 


Modifying the Product 


Product improvements and line extensions are often used by marketers to ensure that products remain competitive and 


address new trends in the market. 
Product Improvements 


Examples can be seen in the food industry, where marketers are addressing consumers’ demand for healthier foods. For 
example, Tropicana juices responded to consumers’ demand for functional foods by introducing the Tropicana Essentials 


Probiotic line, and Beyond Meat responded to the demand for more plant-based products. 1! 


Line Extensions 


Some of the most successful and long-lasting brands use line extensions to extend their product life cycles. They also include 
innovative marketing approaches to stay relevant to consumers. A line extension is the term used when a new item is added 
to an already existing product line, such as Cheerios adding Chocolate Peanut Butter Cheerios to its already well-established 
Cheerios product line. To capitalize on the green trend, Procter & Gamble introduced Tide Coldwater (for cold-water 


washing) and Tide Free & Gentle (free of dyes and perfumes). 1? 
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Procter & Gamble uses a line-extension strategy for Tide laundry detergent. 


©Roman Tiraspolsky/Shutterstock 


Modifying the Market 


There are three key market modification strategies. Companies may decide that their current product is under-represented 
with certain consumer groups and may see an opportunity to target these consumers. In addition, marketers may try to 
increase a product’s use within its existing customer group, which is an especially useful strategy where there is strong brand 
loyalty. Lastly, a company may develop new uses for a product, extending its utility to the customer. 


Finding New Customers 


Marketers are often cautious and somewhat reluctant to follow this approach as it can be an expensive proposition that yields 
few results. Harley-Davidson has tailored a marketing program to encourage women to take up biking, thus doubling the 
number of potential customers for its motorcycles. Lululemon, initially associated with women, has built a loyal men's 


following after introducing a men's line in 2016.13 


Increasing a Product’s Use 


This approach encourages more frequent usage of a product by existing customers. It is typically used by products with a 
strong and loyal customer base. It has been a strategy of Campbell Soup Company. Because soup consumption rises in the 
winter and declines during the summer, the company now advertises more heavily in warm months to encourage consumers 
to think of soup as more than a cold-weather food. Similarly, the Florida Orange Growers Association advocates drinking 
orange juice throughout the day rather than for breakfast only. 


Creating a New Use Situation 


Finding new uses for an existing product is not a simple task, because many products do not lend themselves to this 
approach. This has been a strategy used by Rice Krispies cereal by promoting its use as a baking ingredient for Rice Krispies 
Squares. Follow the links at www.kelloggs.ca to see the extended usage recipes used to market Rice Krispies. 


Another example is Arm & Hammer baking soda, which is sold as a baking ingredient but is also marketed as a product that 


eliminates odours, unblocks sinks, and cleans various household items. The Marketing Matters box, 


Knix Underwear, looks at how a new Canadian company created successful new products in traditional industries. 14 


Marketing Matters 


Knix Underwear 


Like many other successful Canadian start ups, Knix got a deal on CBC's Dragons’ Den. The company has gone 
on to be a Canadian success story by developing innovative products in a very traditional industry that hadn’t 
seen any innovation for decades. 


In 2015, after creating some buzz in the underwear biz, Knix decided to develop an innovative, versatile, and 
wireless bra. Based on its research, the company learned that most women had owned 17 different bras, wore 
them a month between handwashings, and found them to be mostly uncomfortable. 


With this knowledge in hand, and with high-tech design tools and fabrics, the 8-in-1 Evolution Bra was born. The 
team at Knix had two problems to solve. The first was to validate the concept: even though it had tested the 
design thoroughly with over 50 testers of all shapes and sizes, it still needed to prove that the market was ready 
for a completely new concept. 


Secondly, it needed financing to do its first production run. Enter Kickstarter, a crowd-funding platform that allows 
a start-up to validate a concept by letting average people invest in a product that they find attractive. The 
magnitude of the investment indicates the potential demand in the market for this new product. Within a couple 
of months, the 8-in-1 Evolution Bra became the most-funded fashion product in the history of Kickstarter, raising 
over $11 million from 13,642 investors, proving that women were definitely looking for something new in bras. 


Courtesy of Knix/MEGA/Newscom/GWGLA/Newscom 


Knix founder Joanna Griffiths has continued to build Knix by listening to her customers and adding more products 
to both the bra and underwear lines. In 2019, Knix was estimated to have over $5 million in revenue, and word on 
the street was that it was looking for venture capital to take on Victoria’s Secret in the lingerie market. Since the 
beginning, the Knix brand has made extraordinary products for ordinary people. The brand uses real people of all 
shapes and sizes on its website and relies heavily on reviews since, until recently, all sales had been online. It 


goes to show that innovation in even the most traditional of industries can prove successful if you can solve a 
problem. 


Questions 
1. What product life cycle strategy is Knix an example of? 
2. Why do you think this company was so successful? 


3. Where is Knix in its product life cycle? 


Repositioning a Product 


Once a product has reached its maturity stage, it often needs an injection of newness to focus the market on the product and 
to provide it with a renewed competitive advantage. This can be achieved through repositioning the product to meet changing 


consumer needs, to react to a competitor’s move, or to improve the value offered to the consumer. 
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Taco Bell Cantina 


rblfmr/Shutterstock 


Taco Bell, branded as a cheap Mexican fast-food option with its tagline "Yo Quiero Taco Bell," has undergone a brand 
repositioning. Part of its plan was to open new Taco Bell Cantina restaurants that include large open kitchens, new menu 
items, alcohol, and shareable appetizers. Its logo, still keeping the iconic bell, has shifted to use subtle yet contemporary font. 
They also experiment with fun menu options such as including Doritos as part of their taco mix. These changes have 


repositioned the brand as far more human, approachable, and fun,}5 
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Introducing a New Product 


Adding a new product to a line can provide the focus that a mature product needs, bringing it back in the product life cycle 
to either the growth or early maturity stage. Apple has done this successfully by regularly introducing new versions of its 
iPhones, iPads, and computers with updates to their technology and design. Regardless of the type of product, new products 


have a greater chance of success if they provide meaningful benefits to its target market. 
Drivers of Product Success 


Seventy percent of Canadians report they like to try new products. Canadians are also willing to pay a premium for 


local/domestic products and willing to shop at multiple retailers to get the products that they desire. /© 


The BrandSpark Best New Products Awards of 2020 echoed the drivers for product success. These annual awards include 
the opinions of over 12,000 consumers on new products in the consumer packaged-goods industry (health and beauty, food 
and beverage, and household care). The winning products all provide good value and are seen as innovative in their 


categories. 17 


Best New Product Award Winners 
(non-exhaustive list) 


Product Category 


Jamieson Apple Cider Health Personal Care 
Vinegar Gummies 

Nuveev CBD Skincare 

Sensodyne Sensitivity & 


Gum Toothpaste 


Toblerone Ice Cream Food and beverage products 


Nescafé K-Cup Coffee 
Bon Matin Protein 
Enhanced Bread 
Meow Mix Tasty Layers Cat Food Household products 
Pampers 360 Cruisers 
Diapers 
Sponge Towels Ultra Pro 


Paper Towels 


Source: Grocery Business, "2022 Best New Product Awards announced: BrandSpark," www.grocerybusiness.ca/news/2022-best-new-product-awards-reveal-better-for-you-foods-are-top-of-mind 
(accessed January 25, 2023). 


Critical Thinking for Marketing 


1. What approaches can be used to extend a product's life cycle? 


2. Christie's developed Fudge Covered Oreos. What strategy was used to extend the product life cycle for Oreos? 


New Products 


Types of New Products 


3 d New products are the lifeblood of a company, helping to make products relevant and to bring future revenues 
into the company. There are many types of new products, ranging from a slight product modification to a more radical 
innovation. How new products are categorized depends on the degree of newness involved, and how much time a consumer 
needs to learn to use the product. Based on these factors, we classify innovations as (1) minor innovations, (2) continuous 


innovations, and (3) radical innovations (see [F Figure 8-5). 


Figure 8-5 Degree of product innovation 


Minor Innovation Continuous Innovation Radical Innovation 
Definition Requires no new learning Changes consumers Requires new learning 
by consumers normal routine but does and consumption 
not require totally new patterns by consumers 
learning 
Examples New and improved Swiffer WetJet or Amazon Alexa/Google 
toothpaste or detergent wearable technology Home or self-driving cars 


or 3D printers 


Marketing emphasis Gain consumer Advertise points of Educate consumers 
awareness and wide difference and benefits to through advertising, 
distribution consumers product trial, and 


personal selling; public 
relations can play a major 
role 


Minor innovations refers to minor product modifications that require no adjustments on behalf of the consumer. Consumers 
do not need to be taught how to use the product. Colgate Max Fresh KnockOut is an example of a minor innovation. The 
extra features in the new toothpaste do not require buyers to learn new behaviours, so effective marketing for a product like 


this is focused on generating awareness for the innovation. 


66 New products are the lifeblood of a company, helping to make products relevant and to bring future revenues into the company.?? 


Continuous innovations refers to new products that include more than just a minor product improvement but do not require 
radical changes in consumer behaviour. Continuous innovations are not as common and require extensive product 
development by a company. Marketers must invest in marketing communication programs to launch these innovative 
products and to communicate their benefits to consumers. 


Page 181 


Electric cars are an example of a continuous innovation. While consumers drive an electric car in a similar manner to 
gasoline-powered vehicles, there are some points of difference that require education and communication, such as shorter 


driving ranges, the availability of charging stations, and the uncertainty around the cost of operating an electric vehicle. 18 


Radical innovations are the least common form of innovation. They involve the introduction of a product that is entirely new 
to the market. The success of these products is often dependent on the education of the consumer, usually through 


advertising and/or public relations efforts. 


Drones, which are unmanned aircraft, are an example of radical innovation. 


©Doxieone Photography/Moment Open/Getty Images 


Drones are an example of radical innovation. Drones are unmanned aircraft that were originally developed for use in war to 
surprise and attack the enemy. Unlike the remote control aircraft that came before them, drones can operate somewhat 
autonomously. Drones combine technology such as GPS, cameras, controllers, computer programming, and radio-frequency 
or Wi-Fi communication. Today, drones are disrupting the way business is done in many industries. 


The commercial use of drones has evolved for package delivery, agriculture monitoring, real estate development, news 
coverage, law enforcement, and simply for entertainment. Drones represent an exciting convergence of several cutting-edge 


technologies. Regulators are struggling to keep pace. The significant potential dangers of flying drones, as well as privacy 


concerns, are creating an urgent need for the development of rules to govern drone use. 1’ 


Radical product innovation will continue based on technological innovation. According to Forbes,2% 2023 should see the 
following tech influence the world: 

e Artificial Intelligence 

« The Metaverse 

e Web3 powered by Blockchain technology 
« Blending of physical and digital world 

- Editing nature through nanotechnology 

e Quantum progress 

e Green technology 

e Robots becoming more human 

« Autonomous systems 


Sustainable technology 


The Adoption Curve 


4 d The success of a new product and how quickly it is adopted by consumers is demonstrated in [S Figure 8-6, 
which shows the adoption curve. The adoption curve takes the point of view that some consumers are more ready than others 
to buy an innovative product. North American research (statistics vary across the world) shows that 2.5 percent of the 
population are innovators who are the first to purchase new products; 13.5 percent are considered early adopters, another 
group that will accept a new offering sooner rather than later. 
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In the middle of the pack are the early and late majority, each comprising approximately 34 percent of the population. Once ~ 
accepted by the innovators and early adopters, the adoption of new products moves on to the early majority and late 
majority, who respond to the product being well-established in the market and are influenced by the purchase habits of their 
peers. Another 16 percent of the population are the laggards, who are either reluctant or late purchasers of the innovation 


and may in fact never purchase it 21 


Figure 8-6 The adoption curve 
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For any product to be successful it must be purchased by innovators and early adopters. Often, marketers spend a lot of 
effort involving innovators and early adopters in their new product prior to launch. These consumers are the opinion leaders 
in a particular product category, and so their experiences can play an integral role in future demand for the product. 
Marketers then try to move the product from the innovators and early adopters through to the early majority so as to reap 
the benefits of increased sales and profits as soon as possible. 


In this manner, marketers design marketing programs to target these specific groups in different ways and separately focus 
their marketing programs on the demographic and psychographic needs and interests of these target groups. There are 
several types of barriers that can deter a consumer from adopting a new product. Common reasons are usage barriers (the 
product is not consistent with existing usage habits), value barriers (there is no incentive to change), risk barriers (the 
existence of physical, economic, or social risks if the product is purchased), and psychological barriers (cultural or image 


differences).22 


A product previously struggling to move along the adoption curve is the electric car. Electric cars earned less than 2.5 
percent of global automobile sales in 2019. This number more than tripled to 8.57 percent in 2021. This rise, however, is still 
not strong enough to replace as many gasoline powered vehicles as advocates would like. A usage barrier exists because 
prospective buyers believe these cars are not compatible with existing driving habits. Contributing to this belief is the lack of 
charging stations across Canada and the perception that electric cars have very short travelling ranges. 


There is also a value barrier. Some consumers remain unconvinced that electric cars are superior to vehicles with internal 


combustion engines. A risk barrier also exists due to buyer uncertainty about the actual cost of owning an electric-powered 
23 
car. 


As the impacts of climate change emerge all over the planet, companies are looking for ways to support carbon neutrality 
and reverse the damage. Read about the experience of Stripe Climate in the Marketing Matters box, Stripe Climate Helps 


Companies Remove Carbon from the Atmosphere. 
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Marketing Matters 


Stripe Climate Helos Companies Remove Carbon from the 
Atmosphere 


As part of an effort to stop global warming, societies are starting to realize that reducing greenhouse emissions 
may not be enough; they also have to remove carbon from the environment. 


Global companies, large and small, have been exploring means to help. As most of their core businesses are not 
carbon removal or greenhouse gas focused, companies were finding it difficult to meaningfully support the 
environment. Enter Stripe Climate. 


Card information 


stripe 
1234 1234 1234 1234 VISA; 
05/20 123 
Country or region 
United States 
A 
WZ Climate 
Pay $76.00 
Powdur will contribute 1% of your purchase 
to remove CO; from the atmosphere. 


Stripe Climate 
© 2023 Stripe, Inc. 


Stripe Climate provides a fully integrated suite of payment products to its customers. They support clients to 
receive online and in-person payments from their customers, limit financial fraud, and conduct billing and 
invoicing. All this is done with a twist. Clients can direct revenue to companies that reduce carbon emissions 
from the atmosphere. 


For example, Gurdeep's Online Hat Emporium (a fictional business) sells hats internationally. By using Stripe 
Climate, Gurdeep can direct funds from every purchase towards removing carbon from the atmosphere. If Mariah 
buys a hat from Gurdeep for $100, Gurdeep may elect Stripe to directly remove 1 percent of the purchase price 
for carbon removal. Thus, $1 of that purchase will directly go to help climate change. 


Launched in October 2020, Stripe now processes more than $1 billion in payments annually, using over 135 
different currencies and payment methods, and is available in over 45 countries. As of 2022, Stripe had spent 
$15 million on carbon removal and is looking to multiply that by a factor of 60.° 


Questions 


1. Many companies are looking for ways to lower emissions and remove carbon. Do you think this will be a 
permanent change to the way business is done? 
2. Can you think of any other products or services that are radically changing the way business is done? 


3. How can Stripe help companies continue to support carbon reducing initiatives? 


Critical Thinking for Marketing 


New Product Development 


Developing and launching new products is an expensive undertaking with a high risk of 
failure. Research costs are high, and the time and effort spent on developing prototypes and 
marketing materials are extensive. We are familiar with successful new products and brands 
such as Google, Xbox, Twitter (now X), and iPad, yet research has shown that only 15 to 50 
percent of new products are successful. Success rates vary between industries, with 


consumer products experiencing the highest failure rates.24 


Product failure can result in expensive product write-offs and a lack of future credibility in 
the market. Hundreds of thousands of dollars are often at stake. It is important at this point 
to remember that new products become successful over time and that marketers work to 
finesse these new products with upgrades and improvements that better meet consumer 


needs and expectations. 


However, many product launches also fail for reasons spanning from an insignificant point 
of difference to an inadequate market distribution strategy (see |“ Figure 8-7). There are 
many examples of product failure, even from very large companies. New Coke is a textbook 
example of a new product launch gone wrong. Introduced in April 1985 and rapidly 


removed from the market in July 1985, Coke failed to understand the intense loyalty of its 


customers for the original Coke.2> 
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Figure 8-7 Avoiding new product failure 
Why New Products and Services Fail 
Issue Potential Solution 
Insignificant point of »• Determine a distinctive and meaningful point of 
difference difference for the target audience. 
e Conduct research with consumers and monitor 
competitors’ products/activities. 
Incomplete new e Identify consumer insights and clearly define the 


concept definition product’s features and benefits. 
e Develop a clear positioning. 


Why New Products and Services Fail 
Issue Potential Solution 


Insufficient market e Identify a target market (with a need) that is large 


attractiveness enough and has growth potential to support the 
product. 

Poor execution of e Ensure the 4 Ps—product (including brand name and 

the marketing mix package), price, promotion, place (distribution)—are 


aligned and attractive to consumers. 
e Focus on gaining sufficient distribution to access 
consumers. 


Bad timing e Launch products when consumers are eager to 
purchase. 
e Monitor market conditions and competitor actions. 


Source: Barbara Thau, “The Five Biggest Reasons Why Consumer Products Fail,” Forbes, June 3, 2014, 
www.forbes.com/sites/barbarathau/2014/06/03/the-five-biggest-reasons-why-consumer-products-fail-according-to-a-retail-insider/print/; Joan 
Schneider and Julie Hall, “Why Most Product Launches Fail,” Harvard Business Review, April 2011, https://hbr.org/2011/04/why-most-product- 
launches-fail. 


The costs to an organization for poor quality can be staggering and include the labour, 
materials, and other expenses to fix the problem—not to mention the loss in sales, profits, 
and market share that usually result. Consider self-balancing scooters, commonly referred to 
as hoverboards. After gaining widespread attention with the media, as well as popularity 
with teens, hoverboards made by a variety of manufacturers were found to catch fire or 


explode. Needless to say, hoverboard sales suffered greatly as a result.26 


Product quality has hampered the commercial potential 
of hoverboards. Sales plummeted after product safety 
issues were discovered. 


©B Christopher/Alamy Stock Photo 


In order to avoid expensive product failures, companies can use a number of different 
approaches when developing new products. These range from providing clear strategic 
direction to creating particular company structures to instituting rigorous product 


development processes. We look at these areas in more detail in the sections that follow. 


Approaches to New Product Development 


Strategic Direction 


From a strategic point of view, companies can follow Ansoff's different approaches to 
growth (see i Figure 8-8). It is somewhat dependent on the degree of risk and investment 
that companies are willing to take. The most common forms of growth take either a market 
penetration or product development slant, focusing on current consumers with promotional 
tactics (market penetration) or looking to develop a new product for these current 
consumers (product development). Higher-risk considerations include either a market 
development or diversification strategy, taking the more expensive approach of either 
targeting new markets with current products (market development) or moving into new 
arenas with totally new products (diversification). More information about these strategies is 
included in 2! Chapter 15. 


Figure 8-8 Strategic approaches to growth 


Products 
Markets Current New 
Market Penetration Product Development 
Current Finding ways to make Reaching current 
current products appeal to customers with a new 
current customers product 
Market Development Diversification 


New 


Products 


Markets Current New 
Reaching new customers Reaching new customers 
with a current product with a new product 

Company Structure 


Companies use different structures to encourage innovation. Some companies use internal 
teams and external customers to help get successful new products to consumers. Many 
companies use a cross-functional team-based approach that includes representation from 
many departments across an organization, including marketers, regulatory experts, product 
developers, quality assurance specialists, and sales. 
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66 New product development success ultimately requires the expertise of people with different 


specializations. ?? 


Other companies may follow a more focused approach by centralizing product development 
responsibilities with one person (new product development manager) or to a full 
department. In other organizations, new product development is included in the role of the 
general marketer. In some instances, new venture teams are used to concentrate on all 
innovation projects for the company, which could include new products, new processes, or 
new business ventures. 


Cross-functional teams reduce new product 
development time. 


©Rawpixel.com/Shutterstock 


Regardless of the formal structure, new product development success ultimately requires the 
expertise of people with different specializations and from varied backgrounds to ensure that 
the best product ideas are developed. These experts are either fully involved in the process 


from the start, or brought in along the way to contribute to the journey. 


The New Product Development Process 


5 d In order to avoid expensive product failures, companies will use rigorous product 
development processes to minimize the risk. The new product development process includes 
the seven steps shown in rea Figure 8-9 and summarized in [9 Figure 8-10, Today, many 
organizations use a formal Stage-Gate® process that focuses on the collection of data and 
analysis at each step in the process to determine whether the results are successful enough 
to justify proceeding to the next stage. If results cannot be improved, the project doesn’t 


proceed to the next step, and product development is halted.27 


Figure 8—9 Steps in the new product development process 


1. New product 
development strategy 


2. Idea generation 
3.Screeningand | 
l evaluation 
4. Business analysis 


5. Development 


| 6. Test marketing 
| 7. Commercialization 


Step 1: New Product Development Strategy 


Having a clear definition and understanding of what you are trying to achieve with product 


innovation is one of the most important building blocks in the new product development 


process. A new product development strategy involves setting the new product strategic 
direction for the company as a whole, as well as the precise objectives for the innovation at 


hand. There must be consistency between the two. 


An example can be seen with Apple and an interview with its CEO, Tim Cook, in 2018. He 
highlighted Apple’s new product philosophy as coming down to two questions: Did we make 
a good product? Did we enrich people’s lives? The company has faith that this strategy leads 


to results over the long haul. Apple now focuses on fewer ideas and things that matter. It 


wants to make products that give people the ability to do things they couldn’t do before. 


Apple starts projects years before they come out, and it takes the time to produce category- 


redefining products such as wireless AirPods, the Apple Watch, and an iPhone with facial 


recognition and high-quality cameras. Apple was recognized as the World’s Most Innovative 


Company in 2018.28 


Figure 8—10 Elements in each stage of the new product development process 


Stage of Process 


New product 
development 
strategy 


Idea generation 


Screening and 
evaluation 


Business analysis 


Development 


Purpose of Stage 


Identify new product 
development focus 
that meets company 
objectives 


Brainstorm new ideas 


Evaluate product 
ideas and develop 
concepts 


Identify the product’s 
features and its 
marketing strategy, 
and make financial 
projections 

Create the prototype 
and test it internally 
at the company and 


Marketing Information and 
Methods Used 


Company objectives; SWOT 
analysis of 
company/product/brand 


Ideas from employees, co- 
workers, and consumers 


Internal evaluation of technical 
requirements, external concept 
tests 


Product’s key features and 
anticipated marketing mix; 
assessment of production, legal, 
and profitability issues 


Internal company assessments 
and external tests on product 
prototypes 


Marketing Information and 


Stage of Process Purpose of Stage Methods Used 
externally with 
consumers 
Test marketing Test the product and Test marketing in defined areas 


marketing strategy in 
the marketplace on a 
limited scale (if 


necessary) 

Commercialization Launch and fully Implement all areas of the 
market the productin marketing mix; possible regional 
the marketplace rollout 
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Step 2: Idea Generation 


Once the purpose and direction for the product development project is clarified, the second 
step of idea generation comes into play. Ideas can be generated from a number of sources 
and in a number of different ways. Ideas can come from inside or outside the company, 
depending on the organization’s approach to new product development. Brainstorming 
sessions can focus on participants coming up with new ideas for the project at hand. It is 
important for these brainstorming sessions to include individuals who are creative, have 
varied experiences, and have differing areas of expertise. This should stimulate a more 


varied and interesting pool of ideas. 


Brainstorming can result in a host of interesting ideas, but for this approach to work, 
participants must be willing to share their most ridiculous or boring ideas with the group. 
Participants need to be open-minded, energetic, flexible, and willing to build on each other’s 
ideas. Often, companies hire an outside moderator, skilled in these types of sessions, to 
promote creativity within the group that renders results. Brainstorming is a key technique 


used by the founder of LUS Brands to determine new hair care products to launch. 


Valuable input can be obtained from customers and suppliers. Sales or purchasing personnel 


can talk to their customers to pinpoint unmet needs. Customers also feed their suggestions 


into companies through customer service and social media channels. Many companies 
invest in consumer research, focused on coming up with new product ideas. This input 
should be considered for future product development. Customers are the ones using a 


company’s product, and they have a good understanding of potential improvements. 


Procter & Gamble’s new Tide Pods launch shows how it 
has improved both planning and implementation by 
involving consumers earlier in its innovation activities. 


Mike Hruby/McGraw-Hill Education 


P&G spends billions of dollars each year on product research and development. A 
significant additional investment is made in consumer research, with an eye to generating 
ideas for product innovation. In 2012, with a $150-million marketing budget, P&G launched 
Tide Pods. Tide Pods are a three-chambered liquid dose of Tide that cleans, fights stains, 
and brightens. Following its successful launch, P&G redesigned its packaging after 


discovering that some children thought the pods were candy and tried to eat them. 


How successful has Tide Pods been for P&G? After its first year, the product garnered a 73 
percent share of the “unit dose” segment of the detergent market on estimated sales of $500 


million—making it one of the company’s most successful product launches.2? 


Step 3: Screening and Evaluation 


The third stage of the new product development process, screening and evaluation, attempts 
to reduce the array of product ideas down to a manageable list of promising concepts. Ideas 
are initially examined internally by the new-product development team, which eliminates 
ideas that do not meet the objectives as well as those that are clearly not technically feasible. 
The short list of ideas is then further refined by the product development team into 


concepts. A concept is a more detailed idea, written in consumer terms, with enough detail 


for consumers to fully understand. Consumers are presented with a short descriptive 
paragraph and an accompanying visual, which could be a sketch, mock-up, or promotional 


piece. They are then asked for feedback. 
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Concept tests are external evaluations of the new product idea, rather than the actual 
product itself. Several key issues are addressed during concept testing, such as how the 
customer perceives the product, who would use it, and how it would be used. The purpose of 
these evaluations is to get feedback on the strengths and weaknesses of the concepts and to 
understand what further modifications are required. Concept tests will result in some 
concepts being eliminated and others surfacing as more promising opportunities that require 


further investigation. 
Step 4: Business Analysis 


After the concept tests have determined which product, or line of products, is a strong 
candidate, a business analysis is necessary. Financial projections estimate the cost of 
bringing the new product to market and selling it in the future. Typical financial projections 


for a new product cover a three-year period and often look five years into the future. 


At this point in the development process, marketers are checking the commercial viability of 
the new product. This requires strong analytical skills and the ability to understand the 
dynamics of the market. Marketers need to initially establish the positioning of the product 
in the market and what marketing elements are needed for a successful launch. The new 
product is also studied to determine whether it can, and should, be protected with a patent, 
trademark, or copyright. A marketer must also be able to anticipate competitive reactions 


and foresee target market needs. 


The business analysis requires marketers to determine market share projections, price 
points, cost parameters, special discounts, distribution requirements, research needs, and all 
the marketing communication programs needed to ensure product success. Marketers also 
need to understand whether a product will require an investment in infrastructure, software, 
machinery, people, or training programs, and whether it will cannibalize the sales of existing 
products. The business analysis stage results in profit projections. Marketers review these 
projections, taking a realistic view of the product and the market to decide whether the 
concept has real financial merit. It is important for marketers to be as realistic as possible at 


this stage. 


66 The business analysis stage results in profit projections. ?? 


If the product can meet sales, profit, and market share targets, then the new product 
development process will continue to the next step. If not, marketers may reassess the 
concept, going back to consumers to conduct further research. This is usually the last 
checkpoint before significant resources are invested in creating a prototype, a full-scale 


operating model of the product. 
Step 5: Development 


New product ideas that survive the business analysis step proceed to actual development, 
turning the idea into a prototype for further consumer research and manufacturing tests. 
This step is considerably complex, involving laboratory and consumer tests to ensure that 
the product consistently meets legal and quality control requirements. Trials are also 


conducted to eliminate manufacturing problems and to reduce costs. 


This step can be time-consuming, with some products requiring extensive testing before they 
can be safely brought to market. Pharmaceutical products, children’s toys, cars, and food 


products are examples that fall into this category. 


The development step allows marketers to take actual product prototypes into consumer 
research or show them to potential buyers. This provides a platform to assess preliminary 


sales strategies with key accounts or marketing ideas with consumers. 
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Step 6: Test Marketing 


Test marketing involves offering a product for sale on a limited basis in a defined geographic 
area. This test is done to determine whether consumers will actually buy the product, and to 
what extent. Marketers may use this opportunity to test different marketing approaches to 


support the product. 


66 To minimize the risk of financial failure, many companies use regional rollouts. ?? 


Tim Hortons® 


There are several cities in Canada that are used regularly as test markets for a variety of 
different products/services. Test marketing is often conducted in cities such as London, 
Ontario; Edmonton, Alberta; and Barrie, Ontario. Test cities tend to be under 1 million in 
population and need to be similar culturally to the rest of the country, with a variety of 
socio-economic backgrounds represented, making them representative of Canada in general. 
Using tracking systems by firms such as Nielsen, marketers can try to correlate local 
advertising campaigns to in-store purchases by using data from store scanners. McDonald’s 
Chicken McNuggets and Tim Hortons® Dark Roast coffee were tested in London, Ontario, 


before being launched throughout Canada,29 


The main drawbacks of test markets are that they are expensive to conduct, and they 
immediately alert the competition. Competitors can easily sabotage test markets by altering 
their own pricing and marketing support to render the test market unsuccessful. These issues 
are so real that many marketers do not embark on test markets, relying instead on research 


to provide good direction for a full product launch. 


Technology is assisting marketers by creating simulated test markets through a number of 
software programs. An emerging trend uses virtual reality testing to allow marketers to 
present consumers with a range of experiences such as simulated store environments. Ipsos 
is an example of a reputable market research firm that conducts simulated test marketing 


services for its clients. 
Step 7: Commercialization 


Commercialization is the step when the new product is brought to market with full-scale 
production, sales, and marketing support. Companies proceed very carefully at the 


commercialization stage because this is the most expensive stage for most new products. To 


minimize the risk of financial failure, many companies use regional rollouts, introducing the 
product sequentially into geographic areas of the country to allow production levels and 
marketing activities to build gradually. Grocery product manufacturers and some 


telecommunication service providers are examples of firms that use this strategy. 


Marketing plays a crucial role in the success of a new product, and marketers need to 
intimately understand their consumers and what is important to their purchase decisions. 
Each element of the marketing mix needs to be carefully crafted to help make a new product 


successful. 


Critical Thinking for Marketing 


1. What are the main reasons that new products fail? 


2. What occurs in the screening and evaluation step of the new product development 


process? 


3. What is the purpose of the business analysis step in the new product development 


process? 


4. What are the advantages and disadvantages of a test market? 
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Summary...just the facts 


1 d e Product life cycles are the stages that a new product goes through from its initial introduction through to 
growth, maturity, and decline. 


« The shape of a product life cycle varies depending on the industry, the competition, technological innovation, and 
the marketing of the product. 


2 d e Product life cycles can be extended through various marketing techniques that encourage new and current 
users to keep purchasing the product and to use it in new ways. 


e Extending a product life cycle can be done by following one or a combination of these approaches: (1) modifying the 
product, (2) modifying the market, (3) repositioning a product, and (4) introducing a new product. 


3 d e There are many types of new products, ranging from slight product modifications, to more innovative 
changes, to the more radical innovations that we see in the market. We term these minor innovations, continuous 
innovations, and radical innovations. 


4 d ¢ The adoption curve shows the sequential diffusion and acceptance of an innovation into the market by 
consumers. It categorizes people into five groups: innovators, early adopters, early majority, late majority, and 
laggards. 


5 d ¢ The new product development process follows seven steps: (1) new product development strategy, (2) idea 
generation, (3) screening and evaluation, (4) business analysis, (5) development, (6) test marketing, and (7) 
commercialization. 


Key Terms and Concepts...a refresher 


adoption curve 

business analysis 
commercialization 
concept tests 

continuous innovations 
delete 

development 

fad 

fashion product 

harvest 

high-learning product 
idea generation 

line extension 

listing fees 

low-learning product 
minor innovations 

new product development process 
new product development strategy 
price skimming 

product life cycle 

radical innovations 
screening and evaluation 


test marketing 


Hands-on... APPLY YOUR KNOWLEDGE 


New Product Development Assignment Review this chapter’s opening vignette on LUS Brands and gather additional 
information about this and other products in this category by going online to visit brand websites and social media sites. 
Also, review the latest news in this category. Present your ideas on how the online environment can be better used to 
market LUS Brands’ products to consumers. 


Chapter Vignette... ACTIVITY 


This chapter’s opening vignette explains the development and launch of LUS Brands. LUS Brands used brainstorming 
and product testing as important techniques to come up with some of the initial ideas for its products. Conduct a 
brainstorming session with a group of fellow students and come up with a list of at least 15 different ideas for future 
products for LUS Brands. 
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Marketing YOU 


As products move through the product life cycle stages, so do the sectors in the world of work. There are some industry 
sectors that are in the introduction stage and other industry sectors that are in the decline stage. This is key when 
considering what sectors you may wish to work in and in determining the skills that will be in demand in the future. 
Those industry sectors and job titles that have positive outlooks may provide more well paid opportunities for grads. 


You've identified what you love, what you are good at and what the world needs. The last key to a meaningful career is to 
identify roles that pay well, so you can be financially independent. To find such roles, you need to understand 
information about the labour market, specifically which jobs and skills are in demand. This will ensure you are in a good 
position when you graduate. 


How do you find labour market information? The good news is that there are organizations that research future trends in 
the labour market that you can access. One source of labour market information is found at the Canadian government 
website www.jobbank.gce.ca. Here you can explore job outlooks for a variety of job titles and statistics such as wages by 
geographic region. 


Activity: 


Go to www.jobbank.gc.ca and go to the labour market information tab to review outlook reports for marketing job titles 
such as digital marketing coordinator, marketing analyst, marketing researcher, and marketing manager. Do the outlooks 
for the different job titles vary by region? Review the wage data for each job title. 


Add the job titles and industries that you are interested in to Circle Four in your [E] ikigai diagram, What You Can be 
Paid For. 
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Chapter 9 
Pricing 


InXpress 


LEARNING OBJECTIVES 


1) Identify the elements that make up a price 

2 d Explain the approaches to pricing and the major factors considered in arriving at a final price 

3 y Describe the demand curve, and define price elasticity of demand 

49 Explain the role of revenues (sales) and costs in pricing decisions 

5 d Discuss the value of break-even analysis and conduct break-even calculations 

6 d Describe the price objectives a firm may have and the constraints under which they operate 

7 Outline the four steps in determining a final price 

Es d Explain the adjustments made to price because of factors such as geography, discounts, and 
allowances 


CHAPTER OUTLINE 


= Values and pricing 
= Nature and importance of price 
=a General pricing approaches 


= Estimating demand and revenue 


= Determining cost, volume, and profit relationships 
a Pricing objectives and constraints 


= Setting a final price 


CHAPTER FEATURES 


Food Inflation Crisis 


Rising food prices have an impact on the consumer. 


Partnering to Make Food Affordable 


How grocery stores are helping with rising food prices. 


Laws and regulations are in place to protect consumers and promote fair pricing. Price-fixing, deceptive pricing, 
predatory pricing, and price discrimination are prominent considerations consumers and businesses need to be aware of 
and protected from. Owning or working for a company built on a solid foundation of values and integrity is something 
we should all strive toward. 


With over 25 years of experience in logistics, Paul Paquette knows how important it is to deliver on time. The president 
of InXpress Canada has built a career based on integrity, commitment, and reliability, and has a passion for sharing his 
knowledge with students and young professionals. At a recent guest lecture, Paul shared the importance of pricing in his 
day-to-day decision-making. “As a technology company in the logistics industry,” Paul says, “the business is recession 
resilient if you understand how important pricing is to your success.” 
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InXpress is an international parcel, freight, and shipping company moving over 4.3 million shipments annually. Learning 
from 20 years of insight, InXpress has disrupted traditional shipping services with world-class technology. The high 
performance platform provides an innovative shipping experience that’s proven to save time and money. InXpress 
Canada is growing, and promoting the opportunity for future small business owners in Canada to become franchisees of 
fully scalable, profitable start-ups. 


When asked about InXpress Canada’s pricing strategy, Paul says, “We want to be competitive, but we also want to be 
recognized for the value we bring to the experience.” Above-, at-, or below-market pricing strategies are reviewed regularly 
by InXpress, which strives to find the best possible shipping solution for each and every customer. Building strong 
relationships with customers and stakeholders, and holding people accountable is key to the organization’s success. 


“You should never take for granted the importance of logistics in marketing,” says Paul. InXpress Canada promotes first- 
class shipping experiences that are both affordable and effortless for the customer. 


Paul’s experience in logistics and advocacy for small business owners helps InXpress Canada’s franchises succeed. Not 
only does he lead the organization, Paul rolls up his sleeves to coach and train franchisees. “It is a competitive 
marketplace, and your brand is so important to your business,” Paul says. “I want to ensure individuals working for me 
understand my values, and the values I want our company to have. I value the one-on-one time with each of our 


franchisees.” 1 


As you read Chapter 9, refer back to this opening vignette to answer the following questions: 


e How do you believe InXpress franchisees determine pricing for their customers? 


e What services do you believe can enhance the value businesses provide their customers? 


Nature and Importance of Price 


1 d The price paid for goods and services goes by many names. You pay tuition for your education, rent for an 
apartment, interest on a bank credit card, and a premium for car insurance. Your dentist or chiropractor charges you a fee, a 
professional or social organization charges dues, and airlines charge a fare. And what you pay for clothes or a haircut is 


termed a price. 


Price has many implications for marketing. Beyond it being a key element of the 4 Ps of the marketing mix, marketers need 


to know how pricing impacts their target markets, competitors, and demand. 


What Is a Price? 


From a marketing viewpoint, price is the money or other considerations, including goods and services, exchanged for the 
ownership or use of a product. For example, Wilkinson Sword could exchange some of its knives for advertising that 
promotes its razor blades. This practice of exchanging goods and services for other goods and services rather than for money 
is called barter. Barter transactions account for billions of dollars annually in domestic and international trade. 


For most products, money is exchanged. Generally, consumers focus on purchasing necessities first. Prices for necessities 
increase with inflation. Certain food prices can increase drastically over time. When prices of necessities rise, consumers 
have less to spend on other products. Furthermore, how much money is paid is not always consistent with the list or quoted 
price because of discounts, allowances, and extra fees. While discounts, allowances, and rebates make the effective price 


lower, other marketing tactics raise the real price. 
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One pricing tactic is to use special fees and surcharges. This practice is driven by consumers’ zeal for low prices combined 
with the ease of making price comparisons online. Buyers are more willing to pay extra fees than a higher list price, so sellers 
use add-on charges as a way of having the consumer pay more without raising the list price. Consider this when you purchase 
a cell phone. Examples of such special fees may include a system licensing charge or 911 emergency service access charge 
that increase the monthly cell phone bill. You may also encounter an environmental surcharge on new tires and batteries for 


cars in some provinces. 
The different factors that increase or decrease the price are put together in a price equation, which is shown for several 


different products in [LF Figure 9-1. 


Figure 9-1 The price of three different purchases 


Price Equation 


Item — Incentives and 
Purchased Price = List Price Allowances + Extra Fees 
New car bought by an individual Final = List price — Rebate + Financing charges 
price — Cash discount + Special 
— Old car trade-in accessories 

+ Destination 
charges 

Term in university bought by a Tuition = Published — Scholarship + Special activity 


student tuition — Other financial aid fees 


Price Equation 


Item — Incentives and 
Purchased Price = List Price Allowances + Extra Fees 
Merchandise bought from a Invoice = List price — Quantity discount + Penalty for late 
wholesaler by a retailer price — Cash discount payment 


— Seasonal discount 
— Functional or trade 
discount 


Suppose that you decide you want to buy a Bugatti Veyron, the world’s fastest production car, which can move you from 0 to 
100 km/h in 2.5 seconds, with a top speed of 422 km/h. The Veyron has a list price of $4.2 million, but you want the clear- 
coat paint option, which will cost an extra $430,000. An extended warranty will add an additional $80,000. For your 2016 
Honda Civic DX 4-door sedan that has 100,000 kilometres and is in fair condition, you are given a trade-in allowance of 
$10,000. Assume another $300,000 for additional taxes and charges. Fortunately, your great aunt has offered to give you the 


money as a five-year interest free loan.2 


Consider all the costs when purchasing items like the Bugatti Veyron. 


cristian ghisla/Shutterstock 
Applying the price equation (as shown in [S Figure 9-1) to your purchase, your final price is as follows: 


Final price = List price — (Incentives + Allowances) + Extra fees 
= $4,200,000 — ($10,000 + 430,000) + (80,000 + 300,000) 
= $5,000,000 


Are you still interested in buying this car? If so, put yourself on the waiting list. 
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Price as an Indicator of Value 


From a consumer’s standpoint, price is often used to indicate value when it is compared with the perceived benefits of a 


product or service, such as quality, durability, and so on. Specifically, value is the ratio of perceived benefits to price,? or 


Perceived benefits 
Value = ————————. 
Price 


This relationship shows that for a given price, as perceived benefits increase, value increases. If you can purchase a medium 
or a large pizza for $15.99, which pizza would you choose? Would having more pizza to eat be more valuable? Many 
marketers often engage in the practice of value pricing—increasing product or service benefits while maintaining or decreasing 
price. McDonald’s understands the importance of price to consumers and launched its McValue® Menu which has evolved 
into Value Picks®. McDonald’s Extra Value Meal combinations show how lowering prices can increase the value of it to a 


consumer. 


McDonald’s increases value to consumers by reducing the overall price of 
food items purchased in a combo. 


URAIWONS/Shutterstock 


Marketers must be careful when using price as an indicator of value. For example, for many consumers, a low price would 
imply poor quality, and ultimately, poor perceived value. This is particularly true for services. For example, what would be 
your perception of a dentist who charges only $25 for a checkup and cleaning, when the average dentist charges between 
$150 and $200? Consumers make comparative value assessments, so it is important for marketers to know what their 
competitors are charging. 


In a survey of people buying home furnishings, 84 percent agreed with the statement, “The higher the price, the higher the 


4 


quality.” In turn, firms may use high prices to signify high quality. “ For example, Kohler introduced a walk-in bathtub that is 


safer for children and the elderly. Although priced higher than conventional step-in bathtubs, it has proven very successful 
because buyers are willing to pay more for what they perceive as the benefit of extra safety. The Marketing Matters box, 


a Food Inflation Crisis, discusses how rising food prices are affecting Canadians.> 


Marketing Matters 


Food Inflation Crisis 


In mid-2021, inflation started rising in Canada. In some circumstances, inflation can be positive for an economy, as 
it allows for more production and higher margins. When inflation impacts consumer goods and leads to high food 
prices, it can be a concern for many Canadians. Annual grocery bills were projected to increase by over $1,000. 
Mortgage rates rose, putting pressure on Canadian families to pay more interest in their monthly payments. If 
household incomes do not keep pace with food inflation, Canadians must get more creative in stretching their 
dollars. 


Rising food prices have provided budgeting challenges for Canadian 
families. 


Lightspring/Shutterstock 


Vegetables, meat, dairy, bakery items, and seafood are regularly consumed by Canadians, and are all subject to 
the inflationary increases. This not only affects Canadian households, but also restaurants, as they must adjust to 
the higher costs of food. 


Food banks reported record highs in usage as rising food prices affected food affordability and put food security 
further out of reach for many Canadians. With this sensitivity to food inflation, Canadians became more discerning 
in their purchase habits, using coupons and bulk buying as strategies to make meals more affordable. 


Questions 
1. As a consumer, have you noticed anything different regarding food purchases? Have prices gone up? Have 
portion sizes gone down? Discuss your experiences. 


2. Can you think of a different industry that has been impacted by inflation? 


Price in the Marketing Mix 


Pricing is a crucial decision, because price has a direct effect on a firm’s profits. This is apparent from a firm’s profit 


equation: 
Profit = Total revenue — Total cost = (Unit price x Quantity sold) — Total cost 


What makes this relationship even more complicated is that price affects the quantity sold, as illustrated with demand curves 
later in this chapter. The quantity sold sometimes affects a firm’s costs because the quantity is affected by efficiency of 
production, so price also indirectly affects costs. Thus, pricing decisions influence both total revenue (sales) and total cost, 


which makes pricing one of the most important decisions marketing executives face. 
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66 Pricing decisions influence both total revenue (sales) and total cost, which makes pricing one of the most important decisions 
marketing executives face.?? 


General Pricing Approaches 


2 y When setting a final price for a product, a marketing manager needs to find an 
“approximate price level” to use as a reasonable starting point. Four common approaches to 
helping find this approximate price level are demand-oriented, cost-oriented, profit-oriented, 
and competition-oriented approaches (see (2 Figure 9-2). Although these approaches are 
discussed separately below, some of them overlap, and an effective marketing manager will 
consider several in searching for an approximate price level. 


Figure 9-2 Four approaches to selecting an approximate price level 


Competition- 

Demand-oriented Cost-oriented Profit-oriented oriented 

approaches approaches approaches approaches 
e Skimming e Standard e Target profit e Customary 
e Penetration markup e Target return « Above, at, or 
e Prestige e Cost-plus on sales below market 
e Odd-—even e Target return e Loss leader 
e Target on investment 
e Bundle 
e Yield 

management 


Demand-Oriented Approaches 


Demand-oriented approaches emphasize factors underlying expected customer tastes and 
preferences more than such factors as cost, profit, and competition when selecting a price 


level. 
Skimming Pricing 


A firm introducing a new product can use skimming pricing, setting the highest initial price 
that those customers who really want the product are willing to pay. These customers are not 


very price sensitive because they weigh the new product’s price, quality, and ability to satisfy 


their needs against the same characteristics of substitutes. As the demand of these customers 
is satisfied, the firm lowers the price to attract a more price-sensitive segment. Thus, 
skimming pricing gets its name from skimming successive layers of “cream,” or customer 


segments, as prices are lowered in a series of steps. 
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In the early 2000s, many manufacturers of flat-screen TVs were pricing them at about $5,000 
and using skimming pricing because many prospective customers were willing to buy the 
product immediately at the high price. Generally, prices of flat-screen TVs have dropped over 
time; however, retailers of TVs featuring new technology or larger screens continue to use 
skimming pricing. 


Penetration Pricing 


Setting a lower, more affordable initial price on a new product to appeal immediately to the 
mass market is penetration pricing, the exact opposite of skimming pricing. This strategy 
makes sense when consumers are price sensitive; Nintendo consciously chose a penetration 
strategy when it introduced the Nintendo Wii, its popular video game console. It continues 
to use the strategy with Nintendo Switch 2. 


In addition to offering the potential to build sales, market share, and profits, penetration 
pricing discourages competitors from entering the market because the profit margin is 
relatively low. Furthermore, if the costs to produce drop because of the accumulated volume, 
competitors that enter the market will face higher unit costs, at least until their volume 
catches up with the early entrant. Walmart comes to mind when we think about penetration 
pricing. The same holds true for the very successful chain Dollarama, which is constantly 


increasing its number of stores in Canada. 


Nintendo used penetration-pricing strategy to introduce 
its Wii video game console, its Wii U home console, and 
its Nintendo Switch (shown here). 


©Kazuhiro Nogi/AFP/Getty Images 


In some situations, penetration pricing may follow skimming pricing. A company might price 
a product high in the early stages of the product life cycle to attract price-insensitive 
consumers. After the company has earned back the money spent on research and 
development and introductory promotions, it uses penetration pricing in the later stages of 
the ee life cycle to appeal to a broader segment of the population and increase market 
share. 


Prestige Pricing 


Although consumers tend to buy more of a product when the price is lower, sometimes the 
reverse is true. If consumers are using price as a measure of the quality of an item, a 
company runs the risk of appearing to offer a low-quality product if it sets the price below a 
certain point. Prestige pricing involves setting a high price so that quality- or status-conscious 
consumers are attracted to the product and buy it. Rolls-Royce cars, Chanel perfume, and 
Cartier jewellery have an element of prestige pricing in them and may not sell as well at 
lower prices than at higher ones. 


The higher the price of a prestige product, the greater the status associated with it and the 
greater its exclusivity, because fewer people can afford to buy it. Unlike products such as flat- 
panel TVs, which have decreased in price over the product life cycle, prices of prestige 
products remain high throughout the product life cycle. 


An example of prestige pricing is the All Day Heels® 


collection of women’s high-heeled 
shoes developed by Canadian retailer Ron White. This fashionable line of women’s shoes 
combines elegance with comfort. The All Day Heels collection is set at a high price that 
matches its superior quality. The shoes provide arch support, built-in cushioning materials, 
and thin lightweight insoles made of Poron, a flexible high-tech elastic polymer developed by 


NASA. 
Price Lining 


Often, a firm that is selling not just a single product but a line of products may sell them at a 
number of different specific price points, which is called price lining. For example, Apple 
offers iPads at $449, $599, and $1,099 depending on the generation. In some instances, all 


the items may be constructed with similar costs and then marked up to different percentages 


to achieve these price points, based on colour, style, and expected demand. In other 
instances, manufacturers design products for different price points, and retailers apply 
approximately the same markup percentages to achieve the three price points offered to 


consumers. 
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If you are in hardware store, you may see a mitre saw for $649. In a grocery store, you may 
find Windex glass cleaner for $4.47. These firms are using odd-even pricing, which involves 
setting prices a few dollars or cents under an even number. The presumption is that 
consumers see the mitre saw priced above $600 rather than $650. The effect this strategy has 
is psychological: $649 feels significantly lower than $650—even though there is only one 
dollar difference. There is some evidence to suggest this does work. However, research 


suggests that overuse of odd-ending prices tends to mute its effect on demand.® 
Target Pricing 


Manufacturers will sometimes estimate the price that the ultimate consumer would be willing 
to pay for a product. They then work backward through markups taken by retailers and 
wholesalers to determine what price they can charge for the product. This practice, called 
target pricing, results in the manufacturer deliberately adjusting the composition and features 
of a product to achieve the target price to consumers. 


Airlines use yield management pricing to help fill empty 


seats. 


©Claudio zaccherini/Shutterstock 


Bundle Pricing 


A frequently used demand-oriented pricing practice is bundle pricing, which is the marketing 
of two or more products for a single “package” price. For example, Air Canada offers 
vacation packages that include airfare, car rental, and hotel. Bundle pricing is based on the 
idea that consumers value the package more than the individual items. This is due to benefits 
received from not having to make separate purchases as well as increased satisfaction from 
one item in the presence of another. Bundle pricing often provides a lower total cost to 


buyers and lower marketing costs to sellers. 


Yield Management Pricing 


Have you ever been on an airplane and discovered the person next to you paid a lower price 
for their ticket than you paid? Annoying, isn’t it? But what you observed is yield management 
pricing, the charging of different prices to maximize revenue for a set amount of capacity at 


10 Airlines, hotels, and car rental firms engage in capacity management by 


any given time. 
varying prices based on time, day, week, or season to match demand and supply. Ordering an 
Uber at three different times of the day could get you three different rates depending on the 
number of cars available for the number of people requesting a ride. These are all yield 


management pricing strategies. 


Cost-Oriented Approaches 


With cost-oriented approaches, a price is more affected by the cost side of the pricing 

problem than the demand side. Price is set by looking at the production and marketing costs 
and then adding enough to cover direct expenses, overhead, and profit. The chapter-opening 
vignette about InXpress highlights the importance of managing relationships and marketing 


costs. 
Standard Markup Pricing 


In order to make a profit, firms sell their products at a price that exceeds their costs of 
producing or sourcing the items and the costs of marketing them. Conventionally, the 
difference between the selling price of an item and its cost is referred to as the markup, and 
this is normally expressed as a percentage. Markup is also often referred to as gross margin. 


Manufacturers commonly express markup as a percentage of cost, which is the difference 
between selling price and cost, divided by cost. This is also referred to as standard markup 


pricing. Manufacturers use this approach because they are concerned most of the time with 
costs. 


Parties who buy and resell products—for example, wholesalers and retailers—are nearly always 
dealing with selling prices. They often express markup as a percentage of price, which is the 
difference between selling price and cost, divided by the selling price. Using the same 
markup percentage for both of the above approaches will result in a different selling price 
(see the example in [LF Figure 9-3). 


Figure 9-3 Markup examples 


Markup Table Based on Selling Price 


$ % 
Selling price $75.00 100%* 
- (minus) Cost $60.00 80% 
= (equals) Markup $15.00 20% 
Markup Table Based on Cost 
$ % 
Selling price $72.00 120% 
- (minus) Cost $60.00 100%** 
= (equals) Markup $12.00 20% 


Consider the example of a product that is produced by a manufacturer and sold to a 
wholesaler, who in turn sells it to a retailer, who then sells it to a customer. The product will 


be subjected to a series of markups as shown below: 
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Manufacturer’s cost: $50.00 
Markup % (based on manufacturers cost): 40% 
Markup $: $20.00 
Selling price to wholesaler: $70.00 


Wholesaler cost: $70.00 


Markup % (based on selling price to retailer): 15% 


Markup $: $12.35 
Selling price to retailer: $82.35 
Retailer cost: $82.35 
Markup % (based on retailer selling price): 35% 
Markup $: $44.34 
Retailer selling price: $126.69 


It may surprise you to find out that a product costing $50 to produce can end up costing a 
consumer more than twice that much when bought at a retailer, but this is not unusual. It is 
important to remember that markup is necessary at each stage so that companies involved 
can cover their costs of purchasing the item, can pay to market it to the next stage in the 
distribution channel, and can generate some profit. The markups shown would be 
representative of some items such as designer furniture. 


This percentage markup varies depending on the type of retail store (such as furniture, 
clothing, or grocery) and on the product involved. High-volume products usually have 
smaller markups than do low-volume products. Supermarkets such as Loblaws and Sobeys 
mark up staple items such as sugar, flour, and dairy products 10 to 25 percent, whereas they 
mark up discretionary items such as snack foods and candy 25 to 47 percent. These markups 
must cover all expenses of the store, pay for overhead costs, and contribute something to 
profits. For supermarkets, these markups, which may appear very large, can result in only a 


one percent profit on sales revenue. 
Cost-Plus Pricing 


Many manufacturers, professional services, and construction firms use a variation of 
standard markup pricing. Cost-plus pricing involves summing the total unit cost of providing 
a product or service and adding a specific amount to the cost to arrive at a price. Cost-plus 
pricing is the most commonly used method to set prices for business products. 11 
Increasingly, however, this method is finding favour among business-to-business marketers in 
the service sector. For example, the rising cost of legal fees has prompted some law firms to 
adopt a cost-plus pricing approach. Rather than billing business clients on an hourly basis, 
lawyers and their clients agree on a fixed fee based on expected costs plus a profit for the law 
firm. Many advertising agencies now use this approach. Here, the client agrees to pay the 


agency a fee based on the cost of its work plus some agreed-on profit. 12 


Profit-Oriented Approaches 


A company may choose to balance both revenues and costs to set price using profit-oriented 
approaches. These might involve either setting a target of a specific dollar volume of profit or 


expressing this target profit as a percentage of sales or investment. 
Target Profit Pricing 


When a firm sets an annual target of a specific dollar amount of profit, this is called target 
profit pricing. For example, if you owned a picture frame store and wanted to achieve a target 
profit of $7,000 in the coming year, how much would you need to charge for each frame? 
Because profit depends on revenues and costs, you would have to know your costs and then 
estimate how many frames you would sell. Let’s assume, based on sales in previous years, you 
expect to frame 1,000 pictures next year. The cost of your time and materials to frame an 
average picture is $22, while your overhead expenses (rent, manager salaries, and so on) are 
$26,000. Finally, your goal is to achieve a profit of $7,000. How do you calculate your price 
per picture? 


Profit Total revenue — Total costs 


= (Pictures sold x Price/picture) 
— [(Cost/picture x Pictures sold) 


+ overhead cost] 
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Solving for price per picture, the equation becomes: 


Profit + [(Cost/picture x Pictures sold) + overhead costs] 


Price/picture = 
/P Pictures sold 


$7,000 + [($22 x 1,000) + $26,000] 
~ 1,000 
__ $7,000 + $48,000 
z 1,000 
= $55 per picture 


Clearly, this pricing method depends on an accurate estimate of demand. Because demand is 
often difficult to predict, this method has the potential for disaster if the estimate is too high. 


Generally, a target profit pricing strategy is best for firms offering new or unique products, 


without a lot of competition. What if other frame stores in your area are charging $40 per 
framed picture? As a marketing manager, you’d have to offer increased customer value with 
your more expensive frames, lower your costs, or settle for less profit. 


Target Return-on-Sales Pricing 


Firms such as supermarkets often use target return-on-sales pricing to set prices that will give 
them a profit that is a specified percentage—say, one percent—of the sales volume. This 
pricing method is often used because of the difficulty in establishing a benchmark of sales or 


investment to show how much of a firm’s effort is needed to achieve the target. 


Items on a supermarket shelf may be priced using 
target return-on-sales pricing. 


©MBI/Alamy Stock Photos 
Target Return-on-Investment Pricing 


Firms such as General Motors and many public utilities use target return-on-investment 
pricing to set prices to achieve a return-on-investment (ROI) target, such as a percentage that 
is mandated by its board of directors or regulators. For example, a hydro utility may decide 
to seek 10 percent ROI. If its investment in plant and equipment is $50 million, it would 
need to set the price of hydro to its customers at a level that results in $5 million a year in 


profits. The importance of achieving ROI estimates will be explored later in this chapter. 


Competition-Oriented Approaches 


Rather than emphasize demand, cost, or profit factors, a company’s approach may be based 
on an analysis of what competitors are doing. 


Customary Pricing 


For some products where tradition, a standardized channel of distribution, or other 
competitive factors dictate the price, customary pricing is used. Candy bars offered through 
standard vending machines have a customary price of a few dollars, and a significant 
departure from this price may result in a loss of sales for the manufacturer. Hershey typically 
has changed the amount of chocolate in its candy bars depending on the price of raw 
chocolate, rather than vary its customary retail price so that it can continue selling through 
vending machines. 
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Above-, At-, or Below-Market Pricing 


The “market price” of a product is what customers are generally willing to pay, not 
necessarily the price that the firm sets. For most products, it is difficult to identify a specific 
market price for a product or product class. Still, marketing managers often have a subjective 
feel for the competitors’ price or the market price. Using this benchmark, they then may 


deliberately choose a strategy of above-, at-, or below-market pricing. 


6€ Among watch manufacturers, Rolex takes pride in emphasizing that it makes one of the most 


expensive watches you can buy—a clear example of above-market pricing. 99 


Rolex watches are priced above market. 


Casimiro PT/Shutterstock 


Among watch manufacturers, Rolex takes pride in emphasizing that it makes one of the most 
expensive watches you can buy—a clear example of above-market pricing. Manufacturers of 
international brands of clothing such as Christian Dior and retailers such as Holt Renfrew 
deliberately set higher prices for their products than those seen at The Bay. 


Large mass-merchandise chains such as Hudson’s Bay generally use at-market pricing. These 
chains are often seen as establishing the going market price in the minds of their 
competitors. They also provide a reference price for competitors that use above- and below- 


market pricing. 


In contrast, a number of firms use below-market pricing. Walmart positions itself this way. 
Manufacturers of generic products and retailers that offer their own private brands of 

products ranging from peanut butter to shampoo deliberately set prices for these products 
about 8 to 10 percent below the prices of nationally branded competitive products such as 


Skippy peanut butter or Pantene Pro-V shampoo. 
Loss-Leader Pricing 


Retailers sometimes deliberately sell commonly used products, such as paper towels, soft 
drinks, and facial tissues, at very low prices to attract consumers who, the retailer hopes, will 
also buy other, regularly priced merchandise. The downside to loss-leader pricing is that some 
consumers move from store to store, making purchases only on those products that are loss 
leaders. This purchasing pattern, called cherry-picking, effectively foils the strategy 
underlying loss-leader pricing—to attract customers who will also buy products with healthier 
profit margins. For example, video game consoles may be sold at a loss to create the 


opportunity to profit from high-margin video games. 


Some video game consoles may be sold at a loss in 


order to create profit from the video games. 


©charnsitr/Shutterstock 


Critical Thinking for Marketing 


1. What products and brands would consider prestige pricing? 


Estimating Demand and Revenue 


3 d Creating the correct price for a product begins the process of forecasting. With 
the product’s price known, marketers try to determine the extent of customer demand for it 
given their marketing efforts and the efforts of their competitors. Once an estimate for 
demand is known, marketing executives must translate this information to an estimate of 


revenues the firm expects to receive. 
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The Importance of Accurate Forecasting 


The forecasts created by the marketing department impact decisions made in other areas of 
an organization, including production and finance. Inaccurate information and poor 
estimates can be detrimental to the profitability of a marketing campaign. Similar to market 
research, both quantitative and qualitative analysis are used to make projections for an 
organization. Still, a forecast is still an estimate, so given the importance of the estimate, 
research continues to identify methodologies that can help marketers forecast more 


accurately. 13 


Forecasting Methods 


There are various methods that can be used to forecast. For our introductory purposes, 
consider the four broad categories of qualitative methods, regression methods, multiple 
equation methods, and time-series methods. Qualitative methods involve market experts 
coming to consensus using nonquantitative means to achieve projections. Regression 
methods link the forecast to a number of other variables through an equation. Multiple 
equations related to one another can also be used to forecast. Finally, time-series methods 


assume that the variable being forecast is affected by time. 14 


Profit and Loss 


Accurate profit and loss statements help organizations measure financial performance. The 
statement summarizes the revenues, costs, and expenditures outlined in a particular time 


frame and helps organizations project their ability for achieving future cash flow. For 


marketers, it is one of the best tools to gauge the success of a given marketing campaign or 


initiative. 15 


Return on Investment (ROI) 


With profit and loss capturing the performance of a given campaign, return on investment 
(ROI), or return on marketing investment (ROMI), evaluates the dollars invested in the 
initiative. When investing in a marketing campaign, marketers are essentially “risking” 
capital to achieve a desired result. The profit achieved from their initiatives in comparison to 
what was invested results in the return on marketing investment. Since this model assumes 
that an infinite number of customers are available to the firm, additional measures such as 
return on customer (ROC) are being explored to help marketing departments measure 
campaigns more accurately, 16 

(Gain attributable to investment — Cost of investment) 


Return on investment (%) = Gost of j ment 
ost of investmen 


If a marketing investment of $10,000 in additional advertising and promotion was directly 
related to an increase in profits of $20,000, then the return on investment would be 100 


percent. 


($20,000 — $10,000) 
($10,000) 


Return on investment = 100% 


Fundamentals of Estimating Demand 


Demand for a product or service can be estimated in different ways. An organization can 
study the marketplace by reviewing historical results from its sales and its competitors’ sales. 
An organization can also conduct tests to gauge the demand of its product. In 1986, 
Newsweek decided to conduct a pricing experiment at newsstands in 11 cities. In one city, 
newsstand buyers paid $2.25. In five other cities, newsstand buyers paid the regular $2.00 
price. In another city, the price was $1.50, and in the remaining four cities it was only $1.00. 
By comparison, the regular newsstand price for a competing magazine, Time, was $1.95. 
Why did Newsweek conduct the experiment? According to a Newsweek executive, “We 


wanted to figure out what the demand curve for our magazine at the newsstand is 17 


The strategy Newsweek implemented for its print issue 


was impacted by the laws of demand. 
©Kristoffer Tripplaar/Alamy Stock Photo 


Unfortunately, forecasting is challenging as the marketplace for different products and 
services continues to change. Amazon, Netflix, and Uber have disrupted their respective 
industries by making it easier for the consumer to purchase the products and services they 
need. These companies learned from previous disruption as access to information on the 
Internet made the demand for print-based media fall. In December 2012, Newsweek 
announced it would print its last print edition. Under new management, the company is 
growing the brand in the digital age. Understanding there was still a demand for 

print, Newsweek relaunched a print edition in 2014 at a substantially higher price point to 


offset the printing costs. 18 
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The Demand Curve 


A demand curve shows the number of products that will be sold at a given price. Demand 
curve D1 in EF igure 9-4A shows the newsstand demand for Newsweek under the pricing 
conditions when it still offered a print version. Note that as price falls, more people decide 
to buy and unit sales increase. But price is not the complete story in estimating demand. 


Economists emphasize three other key factors: 


1. Consumer tastes: These depend on many factors, such as demographics, culture, and 
technology. Because consumer tastes can change quickly, up-to-date marketing research is 
essential. For example, although many older readers prefer paper books, research 


indicates it is easier for them to read from electronic tablets. 1’ 


2. Price and availability of similar products: The laws of demand work for a company's 
competitors, too. Consider Newsweek in its print format again. If the price of Time 
magazine falls, more people will buy it. Fewer people will buy Newsweek since Time is 
considered by economists to be a substitute for Newsweek. In 2012, other online 
magazines were considered substitutes, so if their prices fell or their availability increased, 
the demand for a product (Newsweek magazine, in this case) would fall. The result was 


Newsweek magazine moving online. 


3. Consumer income: In general, as real consumer income (allowing for inflation) increases, 
demand for a product also increases. More disposable income allows for additional 


purchases that are not necessities. In 2015, Canada’s inflation rate was 1.5 percent. 


Figure 9-4 Illustrative demand curves for Newsweek 
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MARKETING TIP 


“You should never take for granted the importance of logistics in 
marketing.” 


- Paul Paquette, president, Canada, InXpress 


The first of these two factors influences what consumers want to buy, and the third affects 
what they can buy. Along with price, these are often called demand factors, or factors that 
determine consumers’ willingness and ability to pay for goods and services. It is often very 
difficult to estimate demand for new products, especially because consumer likes and 


dislikes are often so difficult to read clearly. 
Demand in Action 


When Travis Kalanick and Garrett Camp had trouble hailing a cab in 2008, their experience 
led to an idea that evolved into a transportation network company. Today, Uber offers a 
number of services that challenge the taxi industry. One of its services, UberX, offers low- 
cost options for reaching destinations. By linking individuals who need a ride with 
individuals who can offer a ride, Uber created an opportunity to avoid the issues Kalanick 


and Camp had years ago. 


Uber fills a need and creates an experience in our busy, overscheduled lives. In order to help, 
consumers find a ride at the touch of an app. Uber requires satisfactory background checks 
as well as other criteria for its drivers. Uber imposes specific requirements on the vehicles in 
its fleet, but does not own any of the vehicles. This model allows Uber to offer rides to 


consumers at significantly competitive prices compared to taxi drivers. 
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Uber is available in Ontario, Quebec, and Alberta, and has been a target for protests and 
legal actions around the world. In Toronto, the UberX was legally able to operate in early 
2016. This decision followed a controversial debate that lasted for months. Toronto City 


Council reduced regulations for taxis while asking Uber to raise its base fare. 


The ability to operate a taxi cab is limited to individuals who own licences. Taxi licences are 
so coveted that they are passed on from generation to generation. However, when UberX 
was introduced in Toronto, the price competition that arose created concerns. The cost of 
taxi licences in Toronto fell from $360,000 to below $100,000 in 2014. 


Uber has changed the way consumers obtain 


transportation. 


Prathankarnpap/Shutterstock 


Because of the disparity between what Uber charged and what Toronto taxi drivers 
traditionally charged, Toronto City Council had to pass certain rules to create a more fair 
and more competitive landscape. The rules included compensation for taxi-plate owners 


who were impacted in a negative way by Uber. 


Uber was able to create this disruption by understanding the relationship between the 
allocation of drivers and the liquidity of riders. Prior to the convenience offered by Uber, 
there were not enough drivers for the impatient supply of riders. The Uber app offers 
convenience and communication to make more connections between drivers and riders, 


allowing Uber to better understand and manage demand.29 


Movement Along versus Shift of a Demand Curve 


Demand curve D1 in E Figure 9-4A shows that as the price is lowered from $2.00 to $1.50, 
the quantity demanded increases from 3 million (Q1) to 4.5 million (Q2) units per year. 
This is an example of a movement along a demand curve and assumes that other factors 
(consumer tastes, price and availability of substitutes, and consumer income) remain 


unchanged. 


What if some of these factors change? For example, with a more accessible online version, 
Newsweek may be able to reach more people, as its online distributions increases. Or, if 
consumer disposable incomes rise, this could increase demand for additional subscriptions 
like Newsweek. Now the original curve, D1 (the blue line in (F Figure 9-4B), no longer 
represents the demand; a new curve must be drawn (D2). Economists call this a shift in the 


demand curve—in this case, a shift to the right, from D1 to D2. This increased demand 


means that more Newsweek magazines are wanted for a given price: At a price of $2, the 
demand is 6 million units per year (Q3) on D2 rather than 3 million units per year (Q1) on 
D1. 


Tipping Etiquette 


Canada 15% on the total bill before tax 


20% for exceptional service 
Other Parts of the World 10% 


Source: Sarah Anderson, "Here's how tipping in Canada stacks up to the rest of the world [MAP]," The Daily Hive, January 5, 2023, 
accessed at https://dailyhive.com/canada/tipping-in-canada-compared-worldwide. 


When print magazines were still in demand, what price did Newsweek select after 
conducting its experiment? It kept the price at $2.00. However, through expanded 
newsstand distribution and more aggressive advertising, Newsweek was later able to shift its 
demand curve to the right and charge a price of $2.50 without affecting its newsstand 


volume. 
Price Elasticity of Demand 


Marketing managers must also pay attention to price elasticity, a key consideration related to 
the product’s demand curve. Price elasticity refers to how sensitive consumer demand and 


the firm’s revenues are to changes in the product’s price. 


A product with elastic demand is one in which a slight decrease in price results in a relatively 
large increase in demand, or units sold. The reverse is also true: with elastic demand, a slight 
increase in price results in a relatively large decrease in demand. Marketing experiments on 
products that are price sensitive, such as cola, coffee, and snack foods, show them often to 
have elastic demand. So marketing managers may cut prices to increase the demand, the 
units sold, and total revenue for one of these products, depending on what competitors’ 
prices are. The demand for many consumer products is elastic—think jeans, DVDs, and car 


stereos. 


One major factor influencing the elasticity of demand is the availability of substitute 
products. If consumers can easily find close substitutes for a good or service, the product’s 


demand tends to be elastic. 
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In contrast, a product with inelastic demand means that slight increases or decreases in price 
will not significantly affect the demand, or units sold, for the product. Products and services 
considered as necessities, such as hydro or going to the dentist, usually have inelastic 


demand. 


What about gasoline for your car? Will an increase of a few cents per litre cause you to drive 
fewer kilometres and buy less gasoline? No? Then you’re like millions of other consumers, 
which is why gasoline has inelastic demand. This means that an increase of a few cents per 
litre may have a relatively minor impact on the number of litres sold, and may increase the 


total revenue of the gasoline producer. 


Inelastic demand is usually a relatively short-term phenomenon. Consumers, when they are 
faced with high prices for something they have to have, will seek out an alternative, and/or 
producers will see an opportunity to develop a new product. A hybrid car is, in some ways, a 


producer’s response to high gas prices. Or maybe you could learn to love the bus! 


Another example of inelastic demand is when buyers are less price-sensitive when the 
product they are buying is unique or is high in quality and prestige. In this case, consumers 
perceive that the high price means more quality and the demand for that product will not 
suffer very much. In some cases, a higher price may result in higher sales, which results in 


the demand curve actually sloping upward. 


The ability to access product information online has changed the elasticity of demand for 
some products. In the past, a consumer’s choice when considering buying a product was 
limited to the number of bricks-and-mortar stores available. Now, there are many more 
choices of suppliers to choose from. The large number of suppliers competing with each 
other has led to lower prices on products that were once available only in stores. The 
availability of different suppliers online combines to create more products with elastic 


demand. 


Fundamentals of Estimating Revenue 


While economists may talk about demand curves, marketing executives are more likely to 
speak in terms of revenues generated. Demand curves lead directly to an essential revenue 
concept central to pricing decisions: total revenue. As summarized in [F Figure 9-5, total 


revenue (7R) equals the unit price (P) times the quantity sold (Q). Using this equation, let’s 


recall our picture frame shop and assume our annual demand has improved so that we can 


set a price of $100 per picture and sell 400 pictures per year. So, 


TR =PxQ 
= $100 x 400 
= $40,000 


Figure 9-5 Total revenue concept 


Total revenue (TR) is the total money received from the sale of a product. If 
TR = Total revenue 
P = Unit price of the product 
Q = Quantity of the product sold 

Then 


TR=PxQ 


This combination of price and quantity sold annually will give us a total revenue of $40,000 
per year. Is that good? Are you making money, making a profit? Total revenue is only part of 


the profit equation that we saw earlier: 
Total profit = Total revenue — Total cost 


The next section covers the other part of the profit equation: cost. 


Critical Thinking for Marketing 


1. What is loss leader pricing? 
2. What are three demand factors other than price that are used in estimating demand? 


3. What is the difference between movement along a demand curve and a shift in a 


demand curve? 


Determining Cost, Volume, and Profit 
Relationships 


4 d While revenues are the monies received by the firm from selling its products or 
services to customers, costs or expenses are the monies the firm pays out to its employees 
and suppliers. Marketing managers often use break-even analysis to relate revenues and 


costs, topics covered in this section. 


The Importance of Controlling Costs 


Understanding the role and behaviour of costs is critical for all marketing decisions, 
particularly pricing decisions. Many firms go bankrupt because their costs get out of control, 
causing their total costs to exceed their total revenues over an extended period of time. This 
is why sophisticated marketing managers make pricing decisions that balance both their 


revenues and costs. Three cost concepts are important in pricing decisions: total cost, fixed 


cost, and variable cost (ŒE Figure 9-6). 
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Figure 9-6 Total cost concept 


Fixed cost (FC) is the sum of the expenses of the firm that are stable and do not change with the 
quantity of product that is produced and sold. Examples of fixed costs are rent on the building, 


executive salaries, and insurance. 


Variable cost (VC) is the sum of the expenses of the firm that vary directly with the quantity of 
product that is produced and sold. Examples are the direct labour and direct materials used in 
producing the product. Variable cost expressed on a per unit basis is called unit variable cost 


(UVC). 


TC = FC + VC 


Total cost (TC) is the total expense incurred by a firm in producing and marketing the product. 


Total cost is the sum of fixed cost and variable cost. 


Break-Even Analysis 


5 y Marketing managers often employ an approach that considers cost, volume, and 
profit relationships, based on the profit equation. Break-even analysis is a technique that 
analyzes the relationship between total revenue and total cost to determine profitability at 
various levels of output. The break-even point (BEP) is the quantity at which total revenue 
and total cost are equal. Profit comes from any units sold after the BEP has been reached. In 
terms of the definitions in (2! Figure 9-6, 

Fixed cost 


BEP Quantity = a a aa 
Quantity — Tnit price — Unit variable cost 


Calculating a Break-Even Point 


Consider again your picture frame store. Suppose that you wish to identify how many 
pictures you must sell to cover your fixed cost at a given price. Let’s assume demand for your 
framed pictures has increased, so the average price customers are willing to pay for each 
picture is $100. Also, suppose your fixed cost (FC) has grown to $28,000 (for real estate 
taxes, interest on a bank loan, and other fixed expenses) and unit variable cost (UVC) for a 
picture is now $30 (for labour, glass, frame, and matting). Your break-even quantity 
(BEP Quantity) is 400 pictures, as follows: 

Fixed cost 


BEP Quanti Unit price _ Unit variable cost 
Quantity Unit price — Unit variable cost 


$28,000 
~ $100 — $30 
= 400 pictures 


The bolded row in F Figure 9-7 shows that your break-even quantity at a price of $100 per 
picture is 400 pictures. At less than 400 pictures, your picture frame store incurs a loss, and 
at more than 400 pictures it makes a profit. E Figure 9-7 also shows that if you could 
double your annual picture sales to 800, your store would make a profit of $28,000—the row 
bolded and highlighted in the figure. 


Figure 9-7 Calculating a break-even point for a picture frame store 


Quantity Total Unit Total 
of pictures Price revenue variable variable cost Tote 
sold per picture (TR) cost (TVC) Fixed cost ( 
(Q) (P) =(PxQ) (UVC) =(UVC~xQ) (FC) = (FC 
O $100 $0 $30 $0 $28,000 $2: 
200 100 20,000 30 6,000 28,000 34 
400 100 40,000 30 12,000 28,000 A 
600 100 60,000 30 18,000 28,000 4¢ 
800 100 80,000 30 24,000 28,000 5: 
1,000 100 100,000 30 30,000 28,000 5€ 
1,200 100 120,000 30 36,000 28,000 64 


Figure 9-8 shows a graphic presentation of the break-even analysis, called a break-even 
chart. It shows that total revenue and total cost intersect and are equal at a quantity of 400 
pictures sold, which is the break-even point at which profit is exactly $0. You want to do 
better? If your frame store could double the quantity sold annually to 800 pictures, the 
graph in (4% Figure 9-8 shows that you can earn an annual profit of $28,000, as shown by 
the row shaded in green in / Figure 9-7. 


Figure 9-8 Break-even analysis for a picture frame store 
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Applications of Break-Even Analysis 


Because of its simplicity, break-even analysis is used extensively in marketing, most 
frequently to study the impact on profit of changes in price, fixed cost, and variable cost. 
The mechanics of break-even analysis are the basis of the widely used electronic 
spreadsheets such as Microsoft Excel that permit managers to answer hypothetical “what-if” 
questions about the effect of changes in price and cost on their profit. 


Critical Thinking for Marketing 


1. Why is it important to differentiate between fixed costs and variable costs? 


2. Why is the break-even point so important to understand for marketers? 
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Pricing Objectives and Constraints 


6 d With such a variety of alternative pricing strategies available, marketing managers must consider the pricing 
objectives and constraints that will impact their decisions. While pricing objectives frequently reflect corporate goals, pricing 


constraints often relate to conditions existing in the marketplace. 


Identifying Pricing Objectives 


Pricing objectives specify the role of price in an organization’s marketing and strategic plans. To the extent possible, these 
pricing objectives are carried to lower levels in the organization, such as in setting objectives for marketing managers 
responsible for an individual brand. These objectives may change, depending on the financial position of the company as a 
whole, the success of its products, or the segments in which it is doing business. H. J. Heinz, for example, has specific pricing 


objectives for its Heinz ketchup brand that vary by country. 
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Profit 


Three different objectives relate to a firm’s profit, which is often measured in terms of return on investment (ROI). These 
objectives have different implications for pricing strategy. One objective is managing for long-run profits, in which a company— 
such as many Japanese car or TV set manufacturers—gives up immediate profit in exchange for achieving a higher market 
share. Products are priced relatively low compared to their cost to develop, but the firm expects to make greater profits later 


because of its high market share. 


A maximizing current profit objective, such as for a quarter or year, is common in many firms because the targets can be set 
and performance measured quickly. North American firms are sometimes criticized for this short-run orientation. 


A third profit objective is a target return objective that occurs when a firm sets its price to achieve a profit goal (such as 20 
percent for return on investment), usually determined by its board of directors. These three profit objectives have different 


implications for a firm’s pricing objectives. 


Another profit consideration for firms such as movie studios and manufacturers is to ensure that those firms in their 
channels of distribution make adequate profits. You may be concerned about the price of seeing a movie in the theatres; 
however, that money is not all kept by the movie theatres. &' Figure 9-9 shows where each dollar of your movie ticket goes. 
The 51 cents the movie studio gets must cover its profit plus the cost of making and marketing the movie. Although the 
studio would like more than 51 cents of your dollar, it settles for this amount to make sure theatres and distributors are 
satisfied and willing to handle its movies. This distribution of revenue is also why movie theatres need strategic partnerships 


and other means of increasing revenue through concessions or VIP services. 


Figure 9-9 Where each dollar of your movie ticket goes 


Sales 


As long as a firm’s profit is high enough for it to remain in business, an objective may be to increase sales revenue, which will 
in turn lead to increases in market share and profit. Cutting the price on one product in a firm’s line may increase its sales 
revenue but reduce those of related products. Objectives related to sales revenue or unit sales have the advantage of being 
translated easily into meaningful targets for marketing managers responsible for a product line or brand. 


Market Share 


Market share is the ratio of the firm’s sales to those of the industry (competitors plus the firm itself). Companies often 
pursue a market share objective when industry sales are relatively flat or declining. For example, the cola market is declining, 
but Coke wants to keep its market share by retaining its piece of a dwindling pie. Although increased market share is a 
primary goal of some firms, others see it as a means to increasing sales and profits. 


Adopting a market share objective does not always imply low price. The lowest-priced brand rarely has the highest market 
share. Tropicana orange juice, French’s mustard, and Heinz ketchup are market share leaders and are all premium-priced. 
Brands such as these retain their market share positions because they offer value to consumers. 


Volume 


Many firms use volume, the quantity produced or sold, as a pricing objective. These firms often sell the same product at 
several different prices, at different times, or in different places in an attempt to match customer demand with the company’s 
production capacity. Using volume as an objective can sometimes be misleading from a profit standpoint. Volume can be 
increased by using sales incentives (lowering prices, giving rebates, or offering lower interest rates). By doing this, the 
company chooses to lower profits in the short run to sell its product quickly. For example, a new health club might focus on 


getting a certain number of people to join by lowering its membership prices and accepting less profit, at first. 
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Survival 


In some instances, profits, sales, and market share are less important objectives of the firm than mere survival. Air Canada 
has struggled to attract passengers with low fares and aggressive promotions to improve the firm’s cash flow. This pricing 
objective has helped Air Canada to stay alive in the competitive airline industry. 


Social Responsibility 


A firm may forgo higher profit on sales and follow a pricing objective that recognizes its obligations to customers and society 
in general. Gerber supplies a specially formulated product free of charge to children who cannot tolerate foods based on 


cow’s milk. 


Identifying Pricing Constraints 


Factors that limit the range of price a firm may set are pricing constraints. Consumer demand for the product clearly affects 
the price that can be charged. Other constraints on price vary from factors within the organization to competitive factors 


outside it. 
Demand for the Product Class, Product, and Brand 


The number of potential buyers for a product class (cars), product (sports cars), and brand (Bugatti Veyron) clearly affects 
the price a seller can charge. So does whether the items are a luxury, like a Bugatti Veyron, or a necessity, like bread and a 


roof over your head. 
Newness of the Product: Stage in the Product Life Cycle 


The newer the product and the earlier it is in its life cycle, the higher the price that can usually be charged. Consider the 
launch of the Apple iPad. With its new technology, Apple had no other direct competition at first, so it was possible to ask 


consumers to pay a high initial price for this innovative product. 


Sometimes, such as when nostalgia or fad factors are present, prices may rise later in the product’s life cycle. The hockey 


jersey worn by Paul Henderson in the 1972 Summit Series was sold for over $1 million at an auction. Henderson was 


wearing the jersey when he scored the winning goal in Team Canada’s emotional victory over the Soviets.2! 


Canadian hockey legend Paul Henderson, who scored the game-winning 


goal during the 1972 Summit Series against the Soviet Union, holds his 
original 1972 Team Canada sweater. 


@©Nathan Denette/The Canadian Press 


Cost of Producing and Marketing the Product 


In the long run, a firm’s price must cover all the costs of producing and marketing a product. If the price doesn’t cover these 
costs, the firm will fail; so, in the long run, a firm’s costs set a floor under its price. 


Competitors’ Prices 


When a firm sets its prices, an important consideration is the prices being charged by the competition. As we talked about 
previously, a firm has three choices: It can charge a higher price, the same price, or a lower price than its competitors. Each 
choice conveys a message to customers. 


For example, ereaders such as Amazon’s Kindle and the Sony Reader were developed as single-function devices, meant solely 
for use as a reader. The iPad, on the other hand, is multifunctional; it allows the user to surf the Internet as well as use it as a 
reader. Because the ereaders made by Sony and Amazon have a limited use, they were forced to drop their prices 
dramatically when the iPad came on the scene.22 Amazon has gone on to develop its own multi-function device, introducing 
the Kindle Fire in 2011, which includes Internet, video, app, and gaming functionality to go along with its reader. Amazon’s 
price for its Kindle Fire is significantly lower than the iPad, a strategy to reach consumers who are price sensitive. 


A high price signifies that the firm believes its offering represents a higher value in comparison to competing products—value 
being quality, brand image, benefits and unique features offering extra benefits, or something as simple as instant availability. 
Sony is known as a firm that typically prices higher than most of its competitors. Consumers wanting quality will pay a 
higher price. 


Charging the same price as the competition means that the firm is relying on some aspect other than price to position and 
differentiate its products in the minds of customers—that differentiation may be a unique attribute, widespread availability, or 
an intensive marketing campaign. Thinking again of consumer electronics, Panasonic, Samsung, and Sony are examples of 
manufacturers whose prices are close for similar products. Consumers typically buy these brands on the basis of some 
unique attribute of the product, or because they prefer to deal with a specific retailer. 
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Lower prices can be a challenge, but many firms rely on this strategy. From the company standpoint, lower prices can mean 
lower profits on each sale, which may need to be offset by larger volume sales. In addition, larger volumes can result in 
production efficiencies and lower costs. Less-well-known brands and some of the larger manufacturers such as LG use this 
strategy. For consumers, the lower prices often mean forgoing some aspect such as quality or brand image. 


The decision to charge a certain price is impacted by marketing and pricing objectives. If winning market share is an 
objective, lower prices may be the solution. If being perceived as the best brand is an objective, higher prices may be part of 
the answer. Being known as a market leader based on pricing is a title that could describe firms using either strategy. 


Charging prices in line with the competition earns firms the title of market follower. This is a conscious choice of many 
smaller firms manufacturing and selling similar or often the same products. Emphasis is shifted away from price to some 
other aspect of the marketing mix. 


There are occasions where other objectives override any consideration of competitor pricing, such as selling off discontinued 
models or time-sensitive items (summer vacation packages, for example). 


Legal and Ethical Considerations 


Deciding on a final price is a complex process. In addition to the considerations we have just presented, laws and regulations 
that also play a role in the price decision. We will look at four of the most prominent considerations. 


Price-Fixing 


When competitors collaborate and conspire to set prices, they agree to increase, decrease, or stabilize a price for their 
benefit. This is called price-fixing, and it is illegal—the Competition Act prohibits this practice. The Competition Act consists of 
federal regulations governing most business conduct in Canada. Price-fixing usually occurs where price is the most important 
factor in the marketing mix. 


Examples of Price-Fixing 


Twelve global airlines that ran a cargo price-fixing cartel for years were hit with fines totalling $1.1 billion by European Union 
regulators. The European Commission slapped Air Canada with the third-smallest fine at $29.2 million. 


A few years ago, one of the largest confectionery and snack companies around the world was accused of deceptive pricing 
practices. In 2013, Hershey Canada was fined $4 million for its role in a price-fixing chocolate cartel. The six-year 
investigation found that Hershey was guilty of conspiring, agreeing, or arranging to fix prices in the Canadian chocolate 
industry in 2007. Hershey Canada co-operated with the Competition Bureau’s investigation involving a class action lawsuit 
resulting in Cadbury Adams Canada Inc., Nestlé Canada Inc., Mars Canada Inc., and Hershey Canada Inc. agreeing to pay 
more than $23 million to settle. 


In a statement, John Pecman, commissioner of competition, said, “Price-fixing is a serious criminal offence, regardless of 
whether it is in the chocolate confectionary market or any other industry.” 


Most Canadians would not think trusted organizations like Loblaws, Walmart Canada, Sobeys, and Metro could be involved 
in a price-fixing scheme. They were just willing to pay for their groceries as the price of bread increased by at least $1.50 
between 2001 and 2015.23 


Despite all the controversial issues that arise in the grocery industry, Canadian grocers also try to do good. The Making 


Responsible Decisions box, m) Partnering to Make Food Affordable, shows how Metro is doing its part to address the food 
24 


inflation crisis. 


Making Responsible Decisions 


Partnering to Make Food Affordable 


In 2018, Feed Ontario launched a pilot program to help address food insecurity. In partnership with Metro, the 
program One More Bite redistributed food to local food banks. The program recovered unsold food products to 
provide meals for food bank visitors across Ontario. 


The support and success of the program grew. In 2021, Feed Ontario food banks received the equivalent of 2.5 
million meals from more than 220 Metro and Food Basics stores. These meals addressed the immediate needs of 
numerous Ontario communities. 


Metro is doing its part to make food affordable. 


©lIngram Publishing/SuperStock 


The steady supplies from Metro allowed the food banks to plan and distribute. Steady supplies also meant the 
food banks did not have to purchase food for their inventory leading to cost savings. The One More Bite program 
provided a variety of nutritious food selections. 


Furthermore, in 2022, Metro continued its support to address food insecurity. The organization donated $50 
million worth of food to food banks in Ontario and Quebec. It also made a $5.5 million contribution to different 
causes and initiatives to help address food insecurity in Canada. 


Questions 
1. What are other grocery stores doing to make a positive social impact in Canada, and in your community? 


2. Understanding your family's own personal consumption habits, what are some things you can do to battle food 
inflation? 


Price Discrimination 


If different prices are charged to different customers for the same or very similar goods and the same terms, price 
discrimination has occurred. The Competition Act prohibits this, but in order for a firm to be charged with the offence, there 
has to be evidence of a a of price discrimination—that is, that it is not just a one-time or occasional event. 


Deceptive Pricing 


Price offers that mislead the consumer are considered deceptive pricing, and this is prohibited under the Competition Act. 

E Figure 9-10 shows the most common deceptive pricing practices. Many companies across the country have been accused 
of deceptive pricing, but it can be difficult to police and the laws are hard to enforce. Often, regulators rely on the ethical 
standards of those making and publicizing pricing decisions. The Canadian Code of Advertising Standards provides 
guidelines for various aspects of promotion, and pricing is one of these; advertising industry members are expected to follow 
this Code and to self-regulate (ensure that they and their colleagues adhere to the Code). 


Figure 9-10 Most common deceptive pricing practices 
Deceptive Practice Description 


Bait and switch A firm offers a very low price for a product (the bait), and when consumers come to 
purchase it, they are persuaded to buy a more expensive product (the switch). Uses 
techniques such as downgrading the advertised item or not having it in stock. 


Bargains conditional A firm advertises “buy one, get one free” or “get two for the price of one.” If the first 
on other purchases items are sold at the regular price, this is legal. If the price for the first items is inflated 
for the offer, it is not. 


Price comparisons Advertising “retail value $100—our price $85” is deceptive if a substantial number of 
stores in the area are not using the $100 price—in other words, if it is not the “going 
price.” Advertising “below manufacturer’s suggested list price” is deceptive if no 
sales occur at the manufacturer’s list price. Advertising that the price is reduced 50 
percent is deceptive if the item was not offered for sale at the higher price for a 
substantial previous period of time. 


Double ticketing When more than one price tag is placed on an item, it must be sold at the lower 
price; this practice is not illegal, but the law requires that the lower price be charged. 


An example of deceptive pricing is menswear retailer Grafton-Fraser Inc. The retailer agreed to pay a $1.2 million penalty to 
settle an advertising case regarding misleading sale prices. The Competition Bureau found that Grafton-Fraser had 
significantly inflated the regular price of certain garments sold in its stores, resulting in an overstatement of the savings to 
consumers when these garments were on sale. 


The retailer joins other merchants, including Suzy Shier, Sears Canada Ltd., and Forzani Group Ltd., that the Competition 


Bureau found were inflating an item’s regular price and thereby overstating the savings of the sale price. Grafton-Fraser, the 


bureau found, was tagging garments with both a regular and a sale price; however, the items did not sell “in any significant 
quantity or for any reasonable period of time at the regular price,” the Bureau said. Grafton-Fraser runs stores across the 


country that operate under several names, among them Tip Top Tailors, George Richards Big & Tall, and Grafton & Co.25 
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Predatory Pricing 


Charging a very low price for a product with the intent of undercutting competitors and possibly driving them out of the 
market is called predatory pricing. After the competitors have been driven out, the offending firm raises its prices. If a 
company can genuinely operate more efficiently than others, and this lets them offer its products at a lower price, should this 
be classified as predatory pricing? No! It’s not easy to prove that the intent of the lower price is to eliminate a competitor, 
and that the prices set are unreasonably and artificially low, so there are many more charges of predatory pricing than there 
are convictions. 
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Global Pricing Strategy 


Global companies face many challenges in determining a pricing strategy as part of their worldwide marketing effort. 
Individual countries, even those with free trade agreements, may place considerable competitive, political, and legal 
constraints on the pricing flexibility of global companies. For example, Walmart was told by German antitrust authorities 
that the prices in its stores were too low, relative to competitors, and faced a fine for violating the country’s trade if the prices 


weren't raised!2° 


Pricing too low or too high can have dire consequences. When prices appear too low in one country, companies can be 
charged with dumping, a practice subject to severe penalties and fines. Dumping occurs when a firm sells a product in a 
foreign country below its domestic price or below its actual cost. A recent trade dispute involving U.S. apple growers and 
Mexico is a case in point. Mexican trade officials claimed that U.S. growers were selling their Red and Golden Delicious 
apples in Mexico below the actual cost of production. They imposed a 101 percent tariff on U.S. apples, and a severe drop in 


U.S. apple exports to Mexico resulted. Later negotiations set a price floor on the price of U.S. apples sold to Mexico.27 


When companies price their products very high in some countries but competitively in others, they face a grey market 
problem. A grey market, also called parallel importing, is a situation where products are sold through unauthorized channels 
of distribution. A grey market comes about when individuals buy products in a lower-priced country from a manufacturer’s 
authorized retailer, ship them to higher-priced countries, and then sell them below the manufacturer’s suggested retail price 


through unauthorized retailers. 


Many well-known products have been sold through grey markets, including Olympus cameras, Seiko watches, and Mercedes- 


Benz cars. Parallel channels are not strictly illegal in Canada, but there are mounting legal challenges to them. Parallel 


importing is legal in the United States. It is illegal in the European Union.28 


Critical Thinking for Marketing 


1. Differentiate between pricing objectives and pricing constraints. 


2. Using an example, explain what bait and switch is and why it is a deceptive pricing practice. 


Setting a Final Price 


7 d The final price set by the marketing manager serves many functions. It must be 
high enough to cover the cost of providing the product and meet the objectives of the 
company. Yet it must be low enough that customers are willing to pay it. But not too low, or 
customers may think they’re purchasing an inferior product. Confused? Setting a price is 
one of the most difficult tasks the marketing manager faces, but four generalized steps are 


useful to follow. 


Step 1: Select an Approximate Price Level 


Before setting a final price, the marketing manager must understand the market 
environment, the features and customer benefits of the particular product, and the goals of 
the firm. A balance must be struck between factors that might drive a price higher (such as a 
profit-oriented approach) and other forces (such as increased competition from substitutes) 


that may drive a price down. 


Marketing managers consider pricing objectives and constraints first, and then choose 
among the general pricing approaches—demand, cost, profit, or competition oriented—to 
arrive at an approximate price level. This price is then analyzed in terms of cost, volume, 
and profit relationships. Break-even analyses may be run at this point, and finally, if this 
approximate price level “works,” it is time to take the next step: setting a specific list or 


quoted price. 


Step 2: Set the List or Quoted Price 


A seller must decide whether to follow a one-price or flexible-price policy. 
One-Price Policy 


A one-price policy involves setting one price for all buyers of a product or service. For 
example, when you buy a product at Walmart, you are offered the product at a single price. 
You can decide to buy it or not, but there is no variation of the price under the seller’s one- 


price policy. Some retailers such as Dollarama married this policy with a below-market 


approach and used to sell mostly everything in their stores for $1! Dollarama has added 


more products at prices ranging from $1.25 to $4. 


Dollarama previously used a one-price policy. 


kevin brine/Shutterstock 


Flexible-Price Policy 


In contrast, a flexible-price policy involves setting different prices for products and services 
depending on individual buyers and purchase situations in light of demand, cost, and 
competitive factors. Dell Computer adopted flexible pricing as it continually adjusts prices 
in response to changes in its own costs, competitive pressures, and demand from its various 
personal computer segments (home, small business, corporate, and so on). “Our flexibility 


allows us to be [priced] different even within a day,” says a Dell spokesperson.2? 
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66 Ts it any wonder that 60 percent of prospective car buyers dread negotiating the price? 2? 


Flexible pricing is not without its critics because of its discriminatory potential. For 
example, car dealers have traditionally used flexible pricing on the basis of buyer-seller 
negotiations to agree on a final price. Is it any wonder that 60 percent of prospective car 


buyers dread negotiating the price? 


Step 3: Make Special Adjustments to the List or 
Quoted Price 


8 P When you pay $2 for a bag of M&Ms in a vending machine or receive a quoted 
price of $15,000 from a contractor to renovate a kitchen, the pricing sequence ends with the 
last step just described: setting the list or quoted price. But when you are a manufacturer of 
M&M candies and sell your product to dozens or hundreds of wholesalers and retailers in 
your channel of distribution, you may need to make a variety of special adjustments to the 
list or quoted price. Wholesalers also must adjust list or quoted prices they set for retailers. 
Three special adjustments to the list or quoted price are discounts, allowances, and 


geographical adjustments. 
Discounts 


Discounts are reductions from list price that a seller gives a buyer as a reward for some 
activity of the buyer that is favourable to the seller. Four kinds of discounts are especially 


important in marketing strategy: quantity, seasonal, trade (functional), and cash.29 


¢ Quantity discounts: To encourage customers to buy larger quantities of a product, firms at 
all levels in the channel of distribution offer quantity discounts, which are reductions in 
unit costs for a larger order. For example, an instant photocopying service might set a 
price of 10 cents a copy for 1 to 24 copies, 9 cents a copy for 25 to 99, and 8 cents a copy 
for 100 or more. Because the photocopying service gets more of the buyer’s business and 
has longer production runs that reduce its order-handling costs, it is willing to pass on 


some of the cost savings in the form of quantity discounts to the buyer. 


Seasonal discounts: To encourage buyers to stock inventory earlier than their normal 


demand would require, manufacturers often use seasonal discounts. A firm such as Toro 
that manufactures lawn mowers and snow blowers offers seasonal discounts to encourage 
wholesalers and retailers to stock up on lawn mowers in January and February and on 
snow blowers in July and August—months before the seasonal demand by ultimate 
customers. This enables Toro to smooth out seasonal manufacturing peaks and troughs, 
thereby contributing to more-efficient production. It also rewards wholesalers and retailers 
for the risk they accept in assuming increased inventory carrying costs and gives them the 


benefit of having supplies in stock at the time they are wanted by customers. 


Toro uses seasonal discounts to stimulate consumer 


demand and smooth out seasonal manufacturing 
peaks and troughs. 


©Daniel Acker/Bloomberg via Getty Images 


«© Although the manufacturer may suggest trade discounts, the sellers are 
free to alter the discount schedule depending on their competitive 
situation.?? 
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Trade (functional) discounts: To reward wholesalers and retailers for marketing functions 
they will perform in the future, a manufacturer often gives trade, or functional, discounts. 
These reductions in the list or base price are offered to resellers in the channel of 
distribution on the basis of where they are in the channel and the marketing activities they 
are expected to perform in the future. 
Traditional trade discounts have been established in various product lines such as 
hardware, food, and pharmaceutical items. Although the manufacturer may suggest trade 
discounts, the sellers are free to alter the discount schedule depending on their 
competitive situation. Suppose that a manufacturer quotes prices in the following form: 

List price — $100, less 30/10/5 

The first number in the percentage sequence (in this example, 30/10/5) always refers to 
the retail end of the channel, and the last number always refers to the wholesaler or 
jobber closest to the manufacturer in the channel. The trade discounts are simply 
subtracted one at a time. This price quote shows that $100 is the manufacturer’s 
suggested retail price: 


= For the retailer, 30 percent of the suggested retail price ($100 x 0.3 = $30) is 
available to cover costs and provide a profit. 


» Wholesalers closest to the retailer in the channel get 10 percent of their selling price 
($70 x 0.1 = $7). 


= The final group of wholesalers in the channel (probably jobbers) that are closest to the 
manufacturer get 5 percent of their selling price ($63 x 0.05 = $3.15). 


Thus, starting with the manufacturer’s retail price and subtracting the three trade 
discounts shows that the manufacturer’s selling price to the wholesaler or jobber closest 
to the manufacturer is $59.85 (see m Figure 9-11). 


e Cash discounts: To encourage retailers to pay their bills quickly, manufacturers offer them 
cash discounts. Suppose that a retailer receives a bill quoted at $1,000, 2/10 net 30. This 
means that the bill for the product is $1,000, but the retailer can take a two percent 
discount ($1,000 x 0.02 = $20) if payment is made within 10 days and send a cheque 
for $980. If the payment cannot be made within 10 days, the total amount of $1,000 is 
due within 30 days. It is usually understood by the buyer that an interest charge will be 
added after the first 30 days of free credit. 

Retailers provide cash discounts to consumers, as well, to eliminate the cost of credit 


granted to consumers. These discounts take the form of discount-for-cash policies. 


Figure 9-11 How trade discounts work 


(Minus) (Minus) (Minus) 
($30.00) ($7.00) ($3.15) 
Retail discount: 30% of Wholesaler’s discount: 10% of Jobber discount: 5% of 
manufacturer’s suggested price wholesaler sales price jobber sales price 
Allowances 


Allowances—like discounts—are reductions from list or quoted prices to buyers for 

performing some activity. 

e Trade-in allowances: A new car dealer can offset the list price of that new Toyota Camry 
by offering you a trade-in allowance of $500 for your old Honda. A trade-in allowance is a 


price reduction given when a used product is part of the payment on a new product. 
Trade-ins are an effective way to lower the price a buyer has to pay without formally 


reducing the list price. 


Promotional allowances: Sellers in the channel of distribution can qualify for promotional 
allowances for undertaking certain advertising or selling activities to promote a product. 
Various types of allowances include an actual cash payment or an extra amount of “free 
goods” (as with a free case of pizzas to a retailer for every dozen cases purchased). 


Frequently, a portion of these savings is passed on to the consumer by retailers. 


Geographical Adjustments 


Geographical adjustments are made by manufacturers or even wholesalers to list or quoted 


prices to reflect the cost of transportation of the products from seller to buyer. The two 


general methods for quoting prices related to transportation costs are FOB origin pricing 


and uniform delivered pricing. 
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FOB origin pricing: FOB means “free on board” some vehicle at some location, which 
means the seller pays the cost of loading the product onto the vehicle that is used (such 
as a barge, railroad car, or truck). FOB origin pricing usually involves the seller’s naming 
the location of this loading as the seller’s factory or warehouse (such as FOB Montreal or 
FOB factory). The title to and ownership of the goods passes to the buyer at the point of 
loading, so the buyer becomes responsible for picking the specific mode of transportation, 
for all the transportation costs, and for subsequent handling of the product. Buyers 
furthest from the seller face the big disadvantage of paying the higher transportation 
costs. 

Uniform delivered pricing: When a uniform delivered pricing method is used, the price the 
seller quotes includes all transportation costs. It is quoted in a contract as “FOB buyer’s 
location,” and the seller selects the mode of transportation, pays the freight charges, and 
is responsible for any damage that may occur because the seller retains title to the goods 


until delivered to the buyer. 


Step 4: Monitor and Adjust Prices 


Rarely can a firm set a price and leave it at that. As you have learned, there are many 
constraints that affect setting prices, and the firm has objectives that it also takes into 
account. Things change both in the external business environment and within the firm itself; 
as a result, prices need to be reviewed and revised if necessary. A key activity is the 
monitoring of competitor activity, legislative changes, economic conditions, and—the 
ultimate measure—consumer demand! These factors, and their potential impact on the firm’s 


ability to achieve its marketing goals, have to be examined and action taken when necessary. 


Critical Thinking for Marketing 


1. Why would a seller choose a flexible-price policy over a one-price policy? And vice versa? 


2. Why do companies use quantity discounts and promotional allowances? What other 


incentives do you think could increase demand? 
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Summary...just the facts 


1 d e Price is the money or other considerations exchanged for the ownership or use of a product or service. 


Price typically involves money and the amount exchanged can be different from the list or quoted price because of 
allowances and extra fees. 


When reviewing the perceived benefits of a good or service, price is used as an indicator of value by consumers. 


2 d e Four general approaches for finding an approximate price level for a product or service: 


Demand-oriented pricing approaches stress consumer demand and revenue implications of pricing and include eight 
types: skimming, penetration, prestige, price lining, odd-even, target, bundle, and yield management. 

Cost-oriented pricing approaches emphasize the cost aspects of pricing and include two types: standard and cost-plus 
pricing. 

Profit-oriented pricing approaches focus on a balance between revenues and costs to set a price and include three 
types: target profit, target return on sales, and target return on investment pricing. 

Competition-oriented pricing approaches emphasize what competitors or the marketplace are doing and include 
three types: customary; above-, at-, or below-market; and loss-leader pricing. 


3 d ¢ A demand curve shows the maximum number of products consumers will buy at a given price and for a 


given set of (a) consumer tastes, (b) price and availability of other products, and (c) consumer income. 


The price elasticity of demand relates to the reaction of consumer demand and a firm’s revenue when a price 
changes. 


4 d e Marketers need to understand the total revenue and total costs when considering pricing decisions as they 


will determine their ability to generate an appropriate profit. 


5 d e Break-even analysis shows the relationship between total revenue and total cost at various quantities of 


output for given conditions of price, fixed cost, and variable cost. 


The break-even point is where total revenue and total cost are equal. 


6 d e Pricing objectives, which specify the role of price in a firm’s marketing strategy, may include pricing for 


profit, sales revenue, market share, unit sales, survival, or some socially responsible price level. 


Pricing constraints such as demand, product newness, costs, competitors, other products sold by the firm, and the 
type of competitive market restrict a firm’s pricing range. 


7 d ¢ In setting a final price, Step 1 is to set an approximate price level. 


Setting the list or quoted price is Step 2. 
Step 3 involves making special adjustments to prices through discounts and allowances. 


Finally, Step 4 requires marketers to monitor and adjust prices. 


8 d e Geographical adjustments to price reflect the cost of transportation. 


Organizations can reward buyers by offering discounts such as quantity discounts or seasonal discounts that also 
work in favour of the seller. 


When buyers perform an activity, they can sometimes receive allowances or reductions to listed or quoted prices. 


Key Terms and Concepts...a refresher 


above-, at-, or below-market pricing 
barter 

break-even analysis 

bundle pricing 

cost-plus pricing 

customary pricing 

demand curve 

dumping 

fixed cost 

grey market 

loss-leader pricing 

markup 

odd-even pricing 
penetration pricing 

prestige pricing 

pricing constraints 

pricing objectives 

profit equation 

skimming pricing 

standard markup pricing 
target profit pricing 

target return-on-investment pricing 
target return-on-sales pricing 
total cost 

total revenue 

value 


variable cost 
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Hands-on... APPLY YOUR KNOWLEDGE 


Pricing Your Goods Review the (2 Marketing Matters box about the food inflation crisis. Consider that you were a 
gourmet baker in a small town in British Columbia. Determine how many $7 loaves of bread you would have to sell to 
break even if the annual fixed costs for your store were $45,000 annually and variable cost to create one loaf of bread 


was $2. 


Chapter Vignette... ACTIVITY 


Effective marketing requires individuals with a variety of skill sets. Although creativity is an important skill in this 
discipline, the ability to analyze figures and data is crucial in developing marketing strategy. Review this chapter’s 
vignette about InXpress and the importance of key marketing calculations for developing an appropriate pricing strategy. 
In your class, work with a group to estimate the price to ship one widget from Vancouver, British Columbia, to Halifax, 
Nova Scotia. Estimate a cost your organization will charge to do the shipment, and complete break-even analyses and 


return-on-investment calculations to determine the demand required have a profitable business. 


Marketing YOU 


Price is the money exchanged for goods and services and the price paid goes by many names. In fact, as an employee you 
are exchanging your services for a fee or salary. A meaningful career ideally pays well, allowing you to be financially 
independent. You’ve identified what you love, what you are good at and what the world needs. You have researched what 
careers and skills will be in demand and are preparing yourself. Yet, how do you prepare yourself to know your value to 
an employer? Remember, the value of a product or service goes up as the perceived benefits increase. You want to be 
sure to show the employer the benefits you bring to the organization. 


You can prepare yourself for a salary discussion in an interview by gathering information from salary tools on job search 
websites such as Monster.ca and Indeed.com. This information can help you determine your value and your target salary. 


When you are in an interview, the employer may ask you what salary you have in mind. If they do ask this question, 
before you answer, ask them to share with you the role’s salary range. Once you know the salary range, you can then 
determine if your target salary is within the range or not. Next, reflect on the level of experience you bring to this role 
and be prepared to explain how your experience can inform where you might be placed within that range. Your level of 
experience, plus knowing your market value, may make it possible for you to advocate where to be placed within the 
salary range. The more experience you have, the better the chance that you could be placed in the middle or higher end 
of the range. 


Activity: 

Visit the salary tools at Monster.ca and Indeed.com. Go to each website and select a job title that you are interested in 
and search for the salary for that role for the city of your choice. 

1. Compare the results from the two website searches. How do the results compare? 


2. Select another city and compare the salaries for the same job title in a different city. What were the results? 


Chapter 10 


Marketing Channels and Supply Chains 
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Blue Sea Foundation 


LEARNING OBJECTIVES 


1 Explain what is meant by a marketing channel and the value created by intermediaries 

EJ 2) Distinguish among traditional marketing channels, electronic marketing channels, and different 
types of vertical marketing systems 

3 Describe factors that marketing executives consider when selecting and managing a marketing 
channel 

| Lo Zy Discuss supply chain and logistics management and how they relate to marketing strategy 


CHAPTER OUTLINE 


= Strategic use of marketing channels 

= Nature and importance of marketing channels 
= Channel structure and organization 

= Vertical marketing systems 

= Channel choice and management 


= Logistics and supply chain management 


CHAPTER FEATURES 


Low Supply Puts Pressure on Chains 


Supply chain challenges linger after the COVID-19 pandemic. 


Soft Drinks Lessen Hard Environmental Impact 


Sprite switches to clear bottles that can be recycled. 


Charities and not-for-profit organizations face many challenges daily. Financial resources and volunteers are two of the 
main ones that come to mind. Some organizations have grown to provincial and national status, allowing economies of 
scale to address financial and human resource issues. Smaller organizations that might be focused on a region of Canada 
need a different solution. 


Almost a decade ago, Jim Heuving began a venture to make the lives better for others in his community. He founded the 
Cloverdale Community Kitchen (CCK) in Surrey, British Columbia, when the City of Surrey and the RCMP 
approached Pacific Community Church to provide meals for the homeless after another charitable organization was 
forced to close its kitchen. 
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Starting small, the CCK grew into an organization that now serves 45,000 hot, nutritious meals through its dinner 
program. It also helps over 800 people with food and toys through the Christmas Hamper Program. The CCK is an 
emergency weather shelter, provides clothes to those in need, and supports people in their search for housing and 
employment, but it was not always this easy. 


The new social enterprise faced the same challenges as many start-up organizations: the need for resources and 
infrastructure. To fulfil its mission of alleviating poverty in Cloverdale, Surrey, and Langley, the CCK needed more 
marketing support than it had access to. The need to let others know about its services had to be addressed. 


In 2020, Canadians donated a median of $340 to charities, with more than a quarter of tax filers donating more than a 
$1,000. For charities, donations are essential for their ongoing survival. Like a small business, newer charities require a 
great deal of hard work and commitment to get started. Additional help and resources are always welcome. 


“When you are starting out as a not-for-profit, you have a number of enthusiastic and energetic individuals working 
together to make a difference,” says Jim. “However, that enthusiasm needs to be matched up with resources and contacts 
to be successful.” By partnering with Blue Sea Foundation, the CCK was featured as an organization supported by the 
Coldest Night of the Year. Now, the CCK had more exposure under a well-recognized marketing banner to reach 
Canadians that wanted to support their important cause. 


The Coldest Night of the Year is a fundraising walk supporting local charity partners across Canada. The charities 
provide essential care and service for people experiencing homelessness, hurt, and hunger. Since 2011, the Coldest Night 
of the Year has raised over $43,500,000 in almost 150 communities across Canada. It is quite an accomplishment to get 
tens of thousands of Canadians walking together in February to help those less fortunate. 


The Coldest Night of the Year is simply one of the initiatives Blue Sea Foundation promotes to help charities across 
Canada. The strategy is similar to that used by wholesaler-sponsored voluntary chains supporting independent retailers. 
By coordinating and standardizing practices, independent retailers can achieve volume discounts and economies of 
scale. By applying the same thinking to social enterprise, charities can receive marketing support, develop collaborative 
relationships, and have a more significant impact than if they ventured into fundraising on their own. 


“We find that we are most successful when we connect charitable organizations directly with corporations looking to 
make a difference,” says Jim. “These relationships are difficult to develop for smaller charities, so we do our best to 
provide a forum to facilitate those introductions. Intermediaries are essential to creating value and good business.” 
Whether it is the Coldest Night of the Year in February, The Grand Parade in September, or Ride for Refuge in October, 
Blue Sea Foundation facilitates giving in Canada. 
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Not only did the partnership with Blue Sea Foundation change many lives associated with the Cloverdale Community 
Kitchen, Jim joined the Blue Sea Foundation team to help other charitable organizations get the support they needed to 
successfully support their communities. As the individual responsible for Corporate & Community Partnerships, Jim 
works today to help individuals who are in the same situation he struggled with years ago. “The role aligns deeply with 
my convictions that ‘justice-oriented’ relationships, for all people, should be pursued, despite the odds, with persistence 


and sacrifice." ! 


reality CHECK @® 


As you read Chapter 10, refer back to the Blue Sea Foundation vignette to answer the following 

questions: 

e Blue Sea Foundation uses a strategy similar to wholesaler-sponsored voluntary chains to increase 
marketing exposure for local charities. What are other companies that use a similar strategy? 


e As a start-up business or local charity, what benefits would a wholesaler-sponsored voluntary chain 
provide you? 


Nature and Importance of Marketing 
Channels 


1 d Reaching potential buyers is an essential part of successful marketing. Buyers 
benefit from well-structured and efficient distribution systems. The route to doing this is 


direct in some cases and indirect in others. 


Getting the product to the consumer is another key component of the marketing mix. In 
order to ensure an established place for consumers to acquire the product or service, 
marketers need to understand the distribution and supply chain aspects of bringing a 
product to market. Good marketers understand the value of the supply chain to perform the 


activities required to deliver a good or service to customers. 


What Is a Marketing Channel? 


You see the results of distribution every day. You may have purchased Lay’s potato chips at 
Mac’s convenience store, a book through chapters.indigo.ca, or Levi’s jeans at Hudson’s 
Bay. Each of these items was brought to you by a marketing channel of distribution, or 
simply a marketing channel. A marketing channel consists of individuals and firms involved 


in the process of making a product or service available. 


Marketing channels can be compared with a pipeline through which water flows from a 
source to an endpoint. Marketing channels make possible the flow of goods from a producer, 
through intermediaries, to a buyer. There are several types of intermediaries, as shown in 
El fi 

1 Figure 10-1. 


Intermediaries go by various names and perform various functions. Some intermediaries 
actually purchase items from the producer, store them, and resell them to buyers. For 
example, Nestlé Canada produces Aero chocolate bars and sells them to wholesalers. The 
wholesalers then sell the bars to independent convenience and grocery stores, which in turn 
sell them to consumers. Other intermediaries, such as brokers and agents, represent sellers 
but do not actually ever own the products; their role is to bring a seller and buyer together. 


Real estate agents are examples of this type of intermediary. 


Figure 10-1 Terms used for marketing intermediaries 
Term Description 

Middleman Another name for intermediary 

Agent or Any intermediary with legal authority to act on behalf of another 

broker channel member (for example, a manufacturer) 

Wholesaler Any intermediary who sells to other intermediaries, usually to 
retailers—this term usually applies to intermediaries who deal in 
consumer goods 

Retailer An intermediary who sells to consumers 

Distributor A general term used to describe intermediaries who perform a 
variety of functions, including selling, maintaining inventories, 
extending credit, and others—usually used for those in business 
markets 

Dealer A general term that can mean the same as a distributor, a retailer, 
or a wholesaler 
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Value Is Created by Intermediaries 


Few consumers appreciate the value created by intermediaries; however, producers 
recognize that intermediaries make selling goods and services more efficient because the 
intermediaries minimize the number of sales contacts a producer needs to reach a target 
market. [LF Figure 10-2 shows a simple example of how this comes about in the flat-panel 
TV market. Without a retail intermediary (such as Best Buy), LG, Toshiba, Sharp, and 
Samsung would each have to make four contacts to reach the four consumers shown, who 
are in the target market. When Best Buy acts as an intermediary, each producer has to make 
only one contact, reducing the number of industry transactions from 16 to 8, which reduces 
producer costs. 


Figure 10-2 How intermediaries minimize transactions 


Es 3 Hime =ic a — [Ltynne | 


| Toshiba | | troy | | Toshib = | troy | 


Best 
Buy 


[sharp 1) Eroa Sha] — odd 


msu |) Diane | | samsung) — Diane 


Contacts with no intermediary Contacts with one intermediary 
4 producers x 4 buyers = 16 contacts 4 producers + 4 buyers = 8 contacts 


Functions Performed by Intermediaries 


Intermediaries make possible the flow of products from producers to ultimate consumers by 
performing three basic functions (see E Figure 10-3). 


e Transactional function: Intermediaries perform a transactional function when they buy 
and sell goods or services. But an intermediary such as a wholesaler also performs the 
function of sharing risk with the producer when it stocks merchandise in anticipation of 
sales. If the stock is unsold for any reason, the intermediary—not the producer—suffers the 


loss. 
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Logistical function: The logistics of a transaction involve the details of preparing and 
getting a product to buyers. Gathering, sorting, and dispersing products are some of the 
logistical functions of the intermediary. Consider the crucial role intermediaries play 


when a company attempts to work with as many retailers and dealers as possible. 


Facilitating function: Finally, intermediaries perform facilitating functions that, by 
definition, make a transaction easier for buyers. For example, Canadian Tire issues credit 


cards to consumers so that they can buy now and pay later. 


SOE Voie 345E AJI 


vatbewusavau 00/00 


RJ ROBERT mastercard. 


Canadian Tire Triangle Mastercards fulfil the facilitating 
function performed by intermediaries. 


Canadian Tire Corporation, Limited 


Figure 10-3 Marketing channel functions performed by intermediaries 


Type of Function Activities Related to Function 
Transactional e Buying: Purchasing products for resale 
function e Selling: Contacting potential customers, promoting 


products, and seeking orders 
e Risk-taking: Assuming business risks in the ownership of 


inventory 
Logistical e Selection: Putting together a selection of products from 
function several different sources 


¢ Storing: Assembling and protecting products at a 
convenient location 

e Sorting: Purchasing in large quantities and dividing into 
smaller amounts 

e Transporting: Physically moving a product to customers 


Facilitating e Financing: Extending credit to customers 

function ¢ Marketing information and research: Providing information 
to customers and suppliers, including competitive 
conditions and trends 


All three groups of functions must be performed in a marketing channel, even though each 
channel member may not participate in all three. Channel members often negotiate which 
specific functions they will perform. Sometimes disagreements result, and a breakdown in 


relationships among channel members occurs. This happened when Pepsi-Cola’s bottler in 
Venezuela switched to Coca-Cola. Given the intermediary’s logistical role—storing and 
transporting Pepsi to Venezuelan customers—Pepsi-Cola either had to set up its own bottling 
operation to perform these marketing channel functions, or find another bottler, which it 
did. Since then, Pepsi has continued to improve its bottling procedures to control costs in 
difficult years and a challenging market.” 


Consumer Benefits from Intermediaries 


Consumers also benefit from the actions of intermediaries. Having the goods and services 
you want, when you want them, where you want them, and in the form you want them is the 
ideal result of marketing channels. In more specific terms, marketing channels help create 
value for consumers through these five utilities: time, place, form, information, and 
possession. 


e Time utility refers to having a product or service when you want it. For example, 
SkipTheDishes provides delivery and take-out from the best restaurants near consumers 
while providing them with time-related updates. 


Place utility means having a product or service available where consumers want it, such as 


having a Petro-Canada gas station located on a long stretch of a provincial highway. 


Form utility involves enhancing a product or service to make it more appealing to buyers. 
For example, retail stores such as Harry Rosen and Roots provide appealing displays of 


their products and an environment that caters to their customers. 


SKIP Distes 


SkipTheDishes adds value by offering time utility to 
customers. 


The Bold Bureau / Alamy Stock Photo 


e Information utility means providing consumers with the information they need to make an 
informed choice; information-packed websites and user manuals provide this type of 
utility. 

e Possession utility involves efforts by intermediaries to help buyers take possession of a 
product or service, such as providing various ways for payment to be made for a product— 
by credit card, debit card, cash, or cheque. 


Critical Thinking for Marketing 


1. What is meant by a marketing channel? 


2. What are the three basic functions performed by intermediaries? 


Channel Structure and Organization 


2 d A product can take many routes on its journey from producer to buyer, and marketers search for the most 
efficient route from the many alternatives available. As you'll see, there are some important differences between the 


marketing channels for consumer goods and those for business goods. 
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Marketing Channels for Consumer Goods and Services 


Figure 10-4 shows the four most common marketing channel configurations for consumer goods and services. It also 
shows the number of levels in each marketing channel—that is, the number of intermediaries between a producer and 
ultimate buyers. As the number of intermediaries between a producer and buyer increases, the channel is viewed as 
increasing in length. The producer > wholesaler > retailer > consumer channel is longer than the producer > consumer 


channel. 


Figure 10-4 Common marketing channels for consumer goods and services 


A. Producer B. Producer C. Producer D. Producer 


Channel A in LS Figure 10-4 represents a direct channel because a producer and ultimate consumers deal directly with each 
other. Many products and services are distributed this way. A number of insurance companies sell their financial services 
using a direct channel and branch sales offices. M&M Food Market, the Canadian frozen food retail chain, offers an online 
store and retail outlets. Because there are no intermediaries with a direct channel, the producer must perform all channel 


functions. 


The remaining three channel forms are indirect channels because intermediaries are inserted between the producer and 
consumers and perform numerous channel functions. Channel B, with a retailer added, is most common when the retailer is 
large and can buy in large quantities from a producer. Packaged goods companies such as Procter & Gamble use this channel 
with large retailers such as Loblaws and Sobeys. These retailers buy in sufficient quantities to make it cost-effective for a 
producer to deal with only a retail intermediary. 


Adding a wholesaler in channel C is most common when the wholesaler sells to small retailers, such as independent 
convenience stores and small grocery stores that do not buy enough to warrant a producer selling to these retailers directly. 
Channel C is most common for low-cost, low-unit value items that are frequently purchased by consumers, such as candy, 
soft drinks, and magazines. For example, Mars sells its line of candies to wholesalers in case quantities; wholesalers can then 
break down (sort) the cases so that individual small retailers can order in boxes of much smaller quantities. 


Channel D, the most indirect channel, is employed when there are many small manufacturers and many small retailers and 
an agent is used to help coordinate a large supply of the product. Mansar Products Ltd., is a Belgian producer of specialty 
jewellery that uses agents to sell to wholesalers, which then sell to many small retailers. 


Marketing Channels for Business Goods and Services 


The four most common channels for business goods and services are shown in [LÈ Figure 10-5. In contrast with channels for 
consumer products, business channels typically are shorter and rely on one intermediary or none at all because business 
users are fewer in number, tend to be more concentrated geographically, and buy in larger quantities. For these reasons, 
business channels can be served directly or by a limited number of intermediaries. 


Figure 10-5 Common marketing channels for business goods and service 


A. Producer B. Producer C. Producer D. Producer 


Industrial Industrial 
distributor distributor 


*Agents do not take physical possession of the goods. 


Channel A, represented by IBM’s large, mainframe computer business, is a direct channel. Firms using this kind of channel 
maintain their own sales force and perform all channel functions. This channel is employed when buyers are large and well 


defined, the sales effort requires extensive negotiations, and the products are of high unit value and require hands-on 
expertise in terms of installation or use. Bombardier and Airbus Industries would be other examples. 


Channels B, C, and D are indirect channels with one or more intermediaries to reach industrial users. In channel B, an 
industrial distributor performs a variety of marketing channel functions, including selling, stocking, and delivering a full 
product assortment and financing. In many ways, industrial distributors are like wholesalers in consumer channels. 
Caterpillar relies on industrial distributors to sell and service its construction and mining equipment in almost 200 countries. 


Channel C introduces another intermediary, an agent, who serves primarily as the independent selling arm of producers and 
represents a producer to industrial users. For example, Stake Fastener Company, a producer of industrial fasteners, has an 
agent call on industrial users rather than employing its own sales force. 
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Channel D is the longest channel and includes both agents and distributors. For instance, Culligan, a producer of water 
treatment equipment, uses agents to call on distributors who sell to industrial users. 


Digital Marketing Channels 


The marketing channels that we have just discussed for consumer and business goods and services are not the only routes to 
the marketplace. Advances in electronic commerce have opened new avenues for reaching buyers and creating customer 
value. 


Interactive electronic technology has allowed for electronic or digital marketing channels, which employ the Internet to make 
goods and services available to consumers or business buyers. A unique feature of these channels is that they can combine 


electronic and traditional intermediaries to create time, place, form, information, and possession utility for buyers.> 


iE Figure 10-6 shows the electronic marketing channels for books (Amazon.ca), travel reservation services (Travelocity.ca), 
and personal computers (Dell.ca). Are you surprised that they look a lot like common marketing channels? An important 


reason for the similarity resides in the channel functions detailed in E Figure 10-3. 


Electronic intermediaries can and do perform transactional and facilitating functions effectively and at a relatively lower cost 
than traditional intermediaries because of efficiencies made possible by information technology. However, electronic 
intermediaries are incapable of performing elements of the logistical function, particularly for products such as books and 
automobiles. This function remains with traditional intermediaries or with the producer, as seen with Dell and its direct 
channel. 


Figure 10-6 Examples of electronic marketing channels 


Amazon.ca Travelocity.ca Dell.ca 


B 


Many services are distributed through electronic marketing channels, such as travel services marketed by Travelocity.ca, 
financial securities by Royal Bank, and insurance by Metropolitan Life. Software, too, can be marketed this way. However, 


many other services, such as health care and auto repair, still involve traditional intermediaries. 


Multiple Channels and Strategic Alliances 


In some situations, producers use dual distribution, an arrangement whereby a firm reaches different buyers by employing two 
or more different types of channels for the same basic product. For instance, GE sells its large appliances directly to home 
and apartment builders but uses retail stores, including Walmart, to sell to consumers. In some instances, firms pair multiple 
channels with a multi-brand strategy. This is done to minimize cannibalization of the firm’s family brand and to differentiate 
the channels. For example, Hallmark sells its Hallmark greeting cards through Hallmark stores and select department stores, 


and its Ambassador brand of cards through discount and drugstore chains. 
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Coke distributes Canada Dry soft drinks to stores in Canada. 


Nyvit-art/Shutterstock 


A recent development in marketing channels is the use of strategic channel alliances, whereby one firm’s marketing channel is 
used to sell another firm’s products.4 An alliance between Canada Dry and Coke is a case in point. Coke distributes Canada 
Dry soft drinks to stores in Canada. Strategic alliances are popular in global marketing, where the creation of marketing 
channel relationships is expensive and time-consuming. For example, General Mills and Nestlé have an extensive alliance 
that spans 70 international markets from Brazil to Poland to Thailand. 


Multi-channel Marketing to the Online Consumer 


Consumers and companies populate two market environments today. One is the traditional marketplace, where buyers and 
sellers engage in face-to-face exchange relationships in an environment characterized by physical facilities (stores and offices) 
and mostly tangible objects. The other is the marketspace, an Internet/Web-enabled digital environment characterized by 
“face-to-screen” exchange relationships and electronic images and offerings. Multiple channels or multi-channel 

marketing work together to build attract, retain and build relationships with consumers as they access the various channels of 
a company. 


The existence of multiple market environments has benefited consumers tremendously. Today, consumers can shop for and 
purchase a wide variety of products and services in either market environment. Many consumers now browse and buy in 
multiple environments, and more are expected to do so in the future. With so many consumers browsing and buying in 
different environments, few companies limit their marketing programs exclusively to the traditional marketplace or to the 
online market space. Today, it is commonplace for companies to maintain a presence in both market environments. 


Integrating Multiple Channels with Multi-channel Marketing 


Companies often employ multiple marketing channels for their products and services. Multi-channel marketing bears some 
resemblance to dual distribution. For example, different communication and delivery channels are used, such as catalogues, 
kiosks, retail stores, and websites. However, the resemblance ends at this point. Multi-channel marketing seeks to integrate a 
firm’s communication and delivery channels, not differentiate them. In doing so, consumers can browse and buy any time, 


anywhere, any way, expecting that the experience will be similar regardless of channel. 


Multi-channel marketing is essential to success. Allowing business to measure results and make changes rapidly is one 
benefit, while ensuring a seamless customer experience is another benefit. At Eddie Bauer, for example, every effort is made 
to make the apparel shopping and purchase process for its customers the same in its retail stores, through its catalogues, and 
at its website. According to an Eddie Bauer marketing manager, “We don’t distinguish between channels because it’s all 


Eddie Bauer to our customers.”> 


Multi-channel marketing can also leverage the value-adding capabilities of different channels. For example, retail stores 
leverage their physical presence by allowing customers to pick up their online orders at a nearby store, or return or exchange 
non-store purchases at the store if they wish. For instance, a consumer can purchase a laptop computer on the Staples 
website and pick up the computer at any Staples store. 


Another example of multi-channel marketing is the cross-channel shopper, who researches products online and then 
purchases them at a retail store. These shoppers represent both genders equally. Cross-channel shoppers want the right 
product at the best price, and they don’t want to wait several days for delivery. The top reasons these shoppers look online 
before buying in stores include (1) the desire to compare products among different retailers, (2) the need for more 
information than is available in stores, and (3) the ease of comparing options without having to trek to multiple retail 
locations. 


The evolution of how individuals make purchases leads us to the trend of omni-channel retailing. Omni-channel retailing 
creates a seamless experience among all available shopping channels. Since technology has made it difficult to distinguish 
between online and physical retail opportunities, the next step for retailers is to make the process seamless and potentially 


more engaging. Unfortunately, not all experiences can be engaging, and retailers have been facing challenges of slower 
growth as shown in the Marketing Matters box, E Low Supply Puts Pressure on Chains.® Both online and offline retailers 
need to be ready for the changes in the competitive landscape. It will become an expectation for them to invest resources 


toward omni-channel retailing to meet the demand of consumers.’ 
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Marketing Matters 


Low Supply Puts Pressure on Chains 


Consumers do not always appreciate the amount of work required to make their products available to them 
directly or to their favourite stores. The COVID-19 pandemic made the challenges of supply chains even more 
apparent as border closures, business closures, and other restrictions created disruptions. 


Businesses are feeling the effects of pent-up consumer demand, and trying to adjust to them. Increased 
communication and expectation management are just two of the many strategies employed to address these 
challenges. 


Supply chains are crucial to keeping shelves stocked. 


Frank Gunn/The Canadian Press 


Halfway through 2022, the uncertainty caused by the pandemic and its impact on the supply chain seemed to 
linger. When surveyed by Statistics Canada, businesses that were experiencing supply chain challenges 
expected the challenges to continue and they were uncertain about how long they would persist. 


Businesses need to be adaptable and resilient. Many plan to work with suppliers to improve timeliness and 
partner with new suppliers. 


Questions 
1. If you were beginning your own business, how important would implementing effective marketing channels 
and supply chains be to you? 


2. Share an example of a recent visit to a retailer where products were either well stocked or poorly stocked. 
What do you think happened in those situations? 


Implementing Multi-channel Marketing 


It should not be surprising to you that not all companies use websites for multi-channel marketing the same way. Different 
companies apply the value-creation capabilities of Internet/Web technology differently depending on their overall marketing 
program. Websites can play multiple roles in multi-channel marketing because they can serve as either a communication or 
delivery channel, or as both. There are two general types of websites, classified based on their intended purpose: 
transactional websites and promotional websites. 


Transactional websites are essentially electronic storefronts. They focus mainly on converting an online browser into an online 
catalogue or in-store buyer using website design elements. Transactional websites are most common among store and 
catalogue retailers such as Lee Valley. The Gap, for instance, generates more sales volume from its website than from any of 
its stores, except for one. The company has built on its online success and prepared for the future by forming an innovation 


and digital strategy group to take advantage of growing etailing in Canada.8 


The Gap generates more sales volume from its website than any of its 


stores, except for one. 
Andrew Resek/McGraw-Hill Education 


Transactional websites are used less frequently by manufacturers of consumer products, but a recurring issue for 
manufacturers is the threat of channel conflict by harming their relationships with their retailing intermediaries. Hudson’s 
Bay, for instance, would not be very happy if a brand of jeans it carries is being sold online directly from the manufacturer to 
the consumer; however, Ethan Allen, the furniture manufacturer, markets its product line at www.ethanallen.com whenever 
feasible. Ethan Allen has attempted to address channel conflict by having retailers fill online orders and receive 25 percent of 
the sales price. For items shipped directly from the Ethan Allen factory, the store nearest the customer receives 10 percent of 


the sales price? 
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Promotional websites have a different purpose than transactional sites: No actual selling takes place on them, but they 
showcase products and services and provide information. 


Omni-channel Marketing 


The ability to communicate with consumers through multiple channels has allowed companies to take the experience one 
step further with omni-channel marketing. These experiences that centre around the customer combine advertising with 


consumer behaviour and engagement. Instead of focusing on the product or service journey, omni-channel marketing 
explores the customer journey. 


Global Channel Strategy 


Distribution is of enormous importance in global marketing. The availability and quality of retailers and wholesalers as well 
as transportation, communication, and warehousing facilities are often determined by a country’s economic infrastructure. 
Figure 10-7 outlines the channel through which a product manufactured in one country must travel to reach its 
destination in another country. The first step involves the seller; its headquarters is responsible for the successful distribution 
to the ultimate consumer. 


Figure 10-7 Channels of distribution in global marketing 
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The next step is the channel between two nations, moving the product from one country to another. Intermediaries that can 
handle this responsibility include resident buyers in a foreign country, independent merchant wholesalers who buy and sell 


the product, and agents who bring buyers and sellers together. 


Once the product is in the foreign nation, that country’s distribution channels take over. These channels can be very long or 
surprisingly short, depending on the product line. In Japan, fresh fish can go through three intermediaries before getting to a 
retail outlet. Conversely, shoes go through only one intermediary. 


The sophistication of a country’s distribution channels increases as its economic infrastructure develops. Supermarkets are 
helpful in selling products in many nations, but they are not popular or available in many others where culture and a lack of 
refrigeration dictate shopping on a daily rather than a weekly basis. For example, when Coke and Pepsi entered China, both 
had to create direct distribution channels, investing in refrigerator units for small retailers. 


Vertical Marketing Systems 


The traditional marketing channels described so far represent a network of independent producers and intermediaries 
brought together to distribute goods and services. However, channel arrangements have emerged for the purpose of 
improving efficiency in performing channel functions and achieving greater marketing effectiveness. These arrangements are 


called vertical marketing systems. 


Vertical marketing systems are professionally managed and centrally coordinated marketing channels designed to achieve 
channel economies and maximum marketing impact. They encourage collaboration, shared responsibility, and partnership 
between the manufacturers and retailers in a system. 10 Figure 10-8 depicts the major types of vertical marketing systems: 
corporate, contractual, and administered. 


Figure 10-8 Types of vertical marketing systems 
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Corporate Systems 


Under a corporate vertical marketing system, a firm at one level of a channel owns the firm at the next level or owns the entire 
channel. For example, a producer might own the intermediary at the next level down in the channel. This practice, called 
forward integration, is exemplified by Polo/Ralph Lauren, which manufactures clothing and also owns apparel shops. Another 
example of forward integration is Goodyear, which distributes its tires not only through preferred stores but also through its 
own retail stores. Alternatively, a retailer might own a manufacturing operation, a practice called backward integration. For 
example, Tiffany & Co., the exclusive jewellery retailer, manufactures about half of the fine jewellery items for sale through its 
150 stores and boutiques worldwide. 
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Tiffany & Co. and H&R Block represent two different types of vertical marketing systems. 
(left) pio3/Shutterstock; (right) Used with permission of H&R Block 
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Companies seeking to reduce distribution costs and gain greater control over supply sources or resale of their products 
pursue forward and backward integration. Many companies favour contractual vertical marketing systems to achieve channel 
efficiencies and marketing effectiveness. 


Contractual Systems 


Under a contractual vertical marketing system, independent production and distribution firms combine their efforts on a 
contractual basis to obtain greater functional economies and marketing impact than they could achieve alone. Contractual 
systems are the most popular among the three types of vertical marketing systems. They account for about 40 percent of all 
retail sales. 


Three variations of contractual systems exist. The first contractual system, wholesaler-sponsored voluntary chains, involves a 
wholesaler that develops a contractual relationship with small, independent retailers to standardize and coordinate buying 
practices, merchandising programs, and inventory management efforts. With the organization of a large number of 
independent retailers, economies of scale and volume discounts can be achieved to compete with chain stores. Independent 
Grocers Alliance (IGA) was the largest group of independent grocers in Canada and pursued this strategy. The group 
garnered the interest of Sobeys, which purchased the stores and incorporated a different business model. 


Retailer-sponsored co-operatives exist when small, independent retailers form an organization that operates a wholesale facility 
co-operatively. Member retailers then concentrate their buying power through the wholesaler and plan collaborative 
promotional and pricing activities. Home Hardware is an example of a retailer-sponsored co-operative. Small independent 
retailers work together to concentrate their resources. This allows for collaboration and builds economies of scale for 


promotions and pricing activities, 11 


The most visible variation of contractual systems is franchising, a contractual arrangement between a parent company (a 
franchisor) and an individual or firm (a franchisee) that allows the franchisee to operate a certain type of business under an 
established name and according to specific rules set by the franchisor. 


Four types of franchise arrangements are most popular. 


1. Manufacturer-sponsored retail franchise systems are prominent in the automobile industry, where a manufacturer such as 
Ford licenses dealers to sell its cars subject to various sales and service conditions. 


2. Manufacturer-sponsored wholesale franchise systems appear in the soft-drink industry, where Pepsi-Cola licenses wholesalers 
(bottlers) that purchase concentrate from Pepsi-Cola and then carbonate, bottle, promote, and distribute its products to 
supermarkets and restaurants. 
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3. Retail franchise systems are provided by firms that have designed a unique approach for selling merchandise to consumers. 
Canadian Tire and McDonald’s represent this franchising approach. 


4. Service franchise systems exist when franchisors license individuals or firms to dispense a service under a trade name and 
specific guidelines. An example is H&R Block tax services. Service franchise arrangements are the fastest-growing type of 
franchise. 


Administered Systems 


Ownership of a marketing system is not always necessary to achieve desired results. Administered vertical marketing systems 
achieve coordination at successive stages of production and distribution by the size and influence of one channel member. 
Procter & Gamble, given its broad product assortment ranging from disposable diapers to detergents, is able to obtain co- 
operation from supermarkets in displaying, promoting, and pricing its products. Given its position as the world’s largest 
retailer, Walmart can obtain co-operation from manufacturers in terms of product specifications, price levels, and 
promotional support. 


Critical Thinking for Marketing 


Channel Choice and Management 


3 d Marketing channels link a producer to its buyers but also provide the means 
through which a firm executes various elements of its marketing strategy. Therefore, 


choosing a marketing channel is a crucial decision. 


Factors Affecting Channel Choice 


The final choice of a marketing channel by a producer depends on a number of market, 
product, and company factors. Providing convenience to retail consumers may provide 


advantages in certain industries like the coffee industry in Canada. 


Convenient Coffee Options 


Canadians have plenty of options when choosing their morning brew. 


Tim Hortons Over 3,600 locations 
McDonald’s Over 1,400 locations 
Starbucks Over 1,200 locations 


Second Cup Over 300 locations 


Source: “Fresh Facts,” Tim Hortons corporate website, accessed at www.timhortons.com/ca/en/corporate/fresh-facts.php#!open_flyout; 
“Our History,” Second Cup corporate website, accessed at www.secondcup.com/our- 
story;jsessionid=B8EB02561075E87B516B57B6A8869977; “Our Canadian Story,” Starbucks website, accessed at 
www.starbucks.ca/careers/our-canadian-story; “Corporate Info,” McDonald’s Canada corporate website, accessed at 
www.mcedonalds.ca/ca/en/our_story/corporate_info.html. 
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Market Factors 


e Geographic concentration of the market: When most of a firm’s customers are 
concentrated in a few geographic areas, a direct sale to customers is practical. When 


customers are geographically dispersed, a direct sale is likely to be impractical due to high 


travel costs. Sellers may establish sales branches in densely populated markets and use 
intermediaries in less-concentrated markets. 


« Number of potential customers: A manufacturer with few potential customers may use its 
own Sales force to sell directly to ultimate consumers or business users. Bombardier uses 
this approach in selling its jet aircrafts and subway cars. For a large number of customers, 
the manufacturer would probably use intermediaries. For example, Tim Hortons relies on 
numerous franchisee outlets to reach the large number of consumers buying coffee. 


e Type of market: Consumer products are made available through retailers, while business 
products are sold either direct to customers or through intermediaries. 


COFFEE HOUSE 
EST. 1964 


Tim Hortons is an example of a retail franchise 
system. 


Imaginechina Limited/Alamy Stock Photo 


e Order size: Direct distribution makes sense when an order size is large. For example, 
Campbell’s delivers its soups directly to large grocery chains. On the other hand, 
Campbell’s uses wholesalers to reach small independent grocery and convenience stores, 
whose orders are usually too small to justify a direct sale. 


€€ Tt would not make sense for Hershey Canada to call on households to sell an Oh Henry! 
chocolate bar.?? 


Product Factors 


e Technical factors: In general, highly sophisticated products, such as custom-built 
machinery and scientific computers, are distributed direct to buyers. The producer’s sales 
force must provide considerable pre-purchase and post-purchase service for these types of 
products, and typically, wholesalers do not do these tasks. 


e Perishability: Some goods, such as milk and bread, deteriorate fairly quickly. As a result, 
these types of products go directly from the producer to the retailer, no matter the size of 
the order. 


e Unit value: The price attached to each unit of a product affects the amount of funds 
available for distribution. For example, a company like Bombardier can afford to use its 
own employees to sell aircraft costing millions of dollars. But it would not make sense for 
Hershey Canada to call on households to sell an Oh Henry! chocolate bar. That’s why 
intermediaries such as convenience stores, vending machines, and gasoline service 
stations carry low unit-value products. 
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e Product life cycle: Over time, some products, such as the Apple iPad, become very 
popular, easy to operate, and available in more mainstream channels such as Walmart and 
Best Buy. 


Company Factors 


e Financial resources and ability of management: A business with limited financial resources 
may be unable to employ its own salespeople, and thus resorts to using intermediaries 
such as selling agents or manufacturer’s agents to reach customers. Also, businesses that 
have limited or no marketing know-how may elect to use intermediaries. 

A manufacturer of jams and marmalades may face limited markets for its products 
because it cannot afford the listing fees that supermarkets demand for carrying the 
product. The manufacturer chooses instead to sell to small fruit and vegetable markets, 
who do not demand a listing fee and whose clientele enjoys buying products that are not 
available everywhere. The retailer may command a premium price for the jam because of 


its perceived quality and limited distribution. 


Desire for channel control: Some producers establish direct channels because they want to 


control their product’s distribution, even though a direct channel may be more costly than 
an indirect channel. For example, Gap Inc. employs designers to come up with the styles 
that consumers want. Instead of selling Gap products to independent retailers, Gap Inc. 
assures distribution with its more than 3,000 Gap stores. Having its own stores assures 


Gap that its products are marketed properly and merchandised prominently. 


Channel Design Considerations 


Marketing executives consider three questions when choosing a marketing channel and 
intermediaries: 


1. Which channel and intermediaries will best reach the target market? 
2. Which channel and intermediaries will best serve the needs of the target market? 


3. Which channel and intermediaries will lead to the most cost-efficient and profitable 
results? 


Target Market Coverage 


Achieving the best coverage of the target market requires attention to the density—that is, the 
number of stores in a given geographical area—and type of intermediaries to be used at the 
retail level of distribution. Three degrees of distribution intensity exist: intensive, exclusive, 
and selective. 


Intensive distribution means that a firm tries to place its products and services in as many 
outlets as possible. Intensive distribution is usually chosen for convenience products or 
services, such as candy, newspapers, and soft drinks. For example, Coca-Cola’s retail 


distribution objective is to place its products “within an arm’s reach of desire.” 


Exclusive distribution is the extreme opposite of intensive distribution because only one 
retail outlet in a specified geographical area carries the firm’s products. Exclusive 
distribution is typically chosen for specialty products or services such as specialty 
automobiles, some women’s fragrances, men’s and women’s apparel and accessories, and 
yachts. Sometimes, retailers sign exclusive distribution agreements with manufacturers and 
suppliers. 


Selective distribution lies between these two extremes and means that a firm selects a few 
retail outlets in a specific geographical area to carry its products. Selective distribution 
combines some of the market coverage benefits of intensive distribution with the control 
measures possible with exclusive distribution. For this reason, selective distribution is the 
most common form of distribution intensity. It is usually associated with products such as 


Rolex watches, Levi’s jeans, and Samsung flat-panel TVs. 
Satisfying Buyer Requirements 


A second objective in channel design is gaining access to channels and intermediaries that 


satisfy at least some of the interests buyers might have when they purchase a firm’s products 


or services. These requirements fall into four categories: information, convenience, variety, 


and pre- or post-sale services. 


Information is an important requirement when buyers have limited knowledge or desire 
specific data about a product or service. Properly chosen intermediaries communicate with 
buyers through in-store displays, demonstrations, and personal selling. Electronics 
manufacturers such as Apple and Sony have opened their own retail outlets, with highly 
trained personnel to inform buyers about their products and how they can meet the buyers’ 


needs. 


Convenience has multiple meanings for buyers, such as proximity or driving time to a retail 
outlet or hours of operation. For example, Mac’s convenience stores, with outlets 
nationwide, many of which are open 24 hours a day, satisfy this interest for buyers. Candy 


and snack food firms benefit by gaining display space in these stores. 


For other consumers, convenience means a minimum of time and hassle. Jiffy Lube and Mr. 
Lube, which promise to change engine oil and filters quickly, appeal to this aspect of 
convenience. Another example of convenience is Tim Hortons, which has locations in Esso 


service stations across Canada. 
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Tim Hortons has added convenient locations to Esso 


service stations across Canada. 
©JHVEPhoto/ Shutterstock 


Variety reflects buyers’ interest in having numerous competing and complementary items 
from which to choose. Variety is seen in both the breadth and depth of products carried by 
intermediaries, which enhances their attractiveness to buyers. Thus, manufacturers of pet 


food and supplies seek distribution through pet stores such as PetSmart and Bone & Biscuit. 


Services provided by intermediaries are an important buying requirement for products such 
as large household appliances that require delivery, installation, and credit. Therefore, 


Whirlpool seeks dealers that provide such services. 


The late Steve Jobs, formerly Apple’s CEO, was one person who believed that computer 
retailers have failed to satisfy the buying requirements of today’s consumer. Believing that 
“buying a car is no longer the worst purchasing experience; buying a computer is number 


one,” he launched Apple Stores. 12 
Profitability 


The third consideration in designing a channel is profitability, which is determined by the 
revenues earned minus cost for each channel member and for the channel as a whole. Cost 
is the critical factor of channel profitability. These costs include distribution, advertising, 
and selling expenses. The extent to which channel members share these costs determines the 


profitability of each member and of the channel as a whole. 


Channel Relationships: Conflict and 
Co-operation 


Unfortunately, because channels consist of independent individuals and firms, there is 
always potential for disagreements concerning who performs which channel functions, how 
profits are distributed, which products and services will be provided by whom, and who 
makes critical channel-related decisions. These channel conflicts necessitate measures for 


dealing with them. 
Conflict in Marketing Channels 


Channel conflict arises when one channel member believes another channel member is 
engaged in behaviour that prevents the first member from achieving its goals. Two types of 
conflict occur in marketing channels: vertical conflict and horizontal conflict. Although 
channel conflict may have a negative effect on channel performance, it can also encourage 


channels to find better efficiencies to deliver results. 13 


Vertical conflict occurs between different levels in a marketing channel—for example, between 
a manufacturer and a wholesaler or between a manufacturer and a retailer. An example of 


vertical conflict was a disagreement about price between Coke and Costco. Costco claimed 


that Coke’s selling price to Costco was too high. As a result, Costco stopped carrying Coke 
products. It took a month for the two channel members to resolve their differences and 


Coke once again was made available at Costco. 14 
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Vertical conflict occurred between Coke and Costco. 


Monticello/Shutterstock 


Another type of vertical conflict arises when a channel member bypasses another member 
and sells directly to consumers, a practice called disintermediation. Apple is an excellent 
example of how disintermediation works. Before Apple Stores existed, Apple products were 
sold through independent retailers. When Apple started opening its own stores, its retailers 
began to complain. In 2005, independent Apple retailers filed a lawsuit against Apple, 
accusing the company of giving preferential treatment to its own stores and harming their 
sales. The lawsuit claimed that Apple had favoured Apple Stores by providing significant 
discounts that were unavailable to independent retailers. It also claimed that Apple was 


holding back product from the independent retailers. 
6€ Conflict can have disruptive effects on the workings of a marketing channel. ?? 


Horizontal conflict occurs between intermediaries at the same level in a marketing channel, 
such as between two or more retailers or two or more wholesalers that handle the same 
manufacturer’s brands. For instance, one Toyota dealer might complain to Toyota that 


another Toyota dealer has located too close to its dealership and is affecting its business. 
Co-operation in Marketing Channels 


Conflict can have disruptive effects on the workings of a marketing channel, so it is 


necessary to secure co-operation among channel members. One means is through a channel 


captain, a dominant channel member that coordinates, directs, and supports other channel 
members. Channel captains can be producers, wholesalers, or retailers. Procter & Gamble 
assumes this role because it has a strong consumer following in brands such as Crest, Tide, 
and Pampers. Therefore, it can set policies or terms that supermarkets will follow. Walmart 
and Home Depot are retail channel captains because of their strong consumer image, 


number of outlets, and purchasing volume. 


MARKETING TIP 


“Intermediaries are essential to creating value and good business.” 


- Jim Heuving, Blue Sea Foundation 
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A firm becomes a channel captain because it is the channel member with the ability to 


influence the behaviour of other members. !5 Influence can take four forms. 


1. Economic influence arises from the ability of a firm to reward other members because of 


its strong financial position. Microsoft Corporation has such influence. 
2. Expertise is a source of influence. 


3. Identification with a particular channel member creates influence for that channel 
member. For example, retailers may compete to carry the Ralph Lauren line, or clothing 
manufacturers may compete to be carried by Hudson’s Bay or Holt Renfrew. In both 
instances, the desire to be associated with a channel member gives that firm influence 
over others. 


4. Influence can arise from the legitimate right of one channel member to direct the 
behaviour of other members. This situation occurs under contractual vertical marketing 


systems where a franchisor can legitimately direct how a franchisee behaves. 


Critical Thinking for Marketing 


1. What products are appropriate for the three degrees of distribution intensity? 


2. What are the three questions marketing executives consider when choosing a marketing 


channel and intermediaries? 


Logistics and Supply Chain Management 


4 d A marketing channel relies on logistics to make products available to consumers and industrial users. Logistics 
involves those activities that focus on getting the right amount of the right products to the right place at the right time at the 
lowest possible cost. The performance of these activities is /ogistics management, the practice of organizing the cost-effective 
flow of raw materials, in-process inventory, finished goods, and related information from point of origin to point of 
consumption to satisfy customer requirements. Although logistics primarily provide distribution services, there is underlying 


value to the supply chain, !6 


Three elements of this definition deserve emphasis. First, logistics deals with decisions from the source of raw materials to 
consumption of the final product—that is, the flow of the product. Second, those decisions have to be cost-effective. Third, 
while it is important to drive down logistics costs, there is a limit: A firm needs to drive down logistics costs as long as it can 
deliver expected customer service, while satisfying customer requirements. The role of management is to see that customer 
needs are satisfied in the most cost-effective manner. 


When properly done, the results can be spectacular. Procter & Gamble is a case in point. Beginning in the 1990s, the 
company set out to meet the needs of consumers more effectively by collaborating and partnering with its suppliers and 
retailers to ensure that the right products reached store shelves at the right time and at a lower cost. The effort was judged a 
success when, during an 18-month period, Procter & Gamble’s retailers recorded a US$65-million savings in logistics costs 


while customer service increased. 17 


The Procter & Gamble experience is not an isolated incident. Consider Target's venture into Canada. The Government of 
Canada shares Lessons from the greatest supply chain disaster in Canadian history, discussing Target Corporation's 2013 entry 
into Canada. The article discusses Target's northern expansion, which was riddled with challenges, including high prices, 
empty store shelves, and poor customer satisfaction. This had a negative impact on the Target brand. Target left Canada in 
2015. 


Empty shelves in Canada negatively impacted the Target brand. 


Seth Wenig/AP Photo/The Canadian Press 


Companies now recognize that getting the right items needed for consumption or production to the right place at the right 
time in the right condition at the right cost is often beyond their individual capabilities and control. Instead, collaboration, 
coordination, and information sharing among manufacturers, suppliers, and distributors are necessary to create a seamless 
flow of goods and services to customers. This perspective is represented in the concept of a supply chain and the practice of 
supply chain management. 


Supply Chains versus Marketing Channels 


A supply chain is a series of firms that perform activities required to create and deliver a good or service to consumers or 
industrial users. It differs from a marketing channel in terms of the firms involved. A supply chain is longer and includes 
suppliers that provide raw material inputs to a manufacturer as well as the wholesalers and retailers that deliver finished 

goods to customers. 


The management process is also different. Supply chain management is the integration and organization of information and 
logistics activities across firms in a supply chain for the purpose of creating and delivering goods and services that provide 
value to consumers. The relationship among marketing channels, logistics management, and supply chain management is 
shown in (4 Figure 10-9. An important feature of supply chain management is its use of sophisticated information 
technology that allows companies to share and operate systems for order processing, transportation scheduling, and 
inventory and facility management. 
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Figure 10-9 How distribution channels work: the relationships between supplier networks, 
marketing channels, logistics management, and supply chain management 
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Sourcing, Assembling, and Delivering a New Car: The Automotive 
Supply Chain 


All companies are members of one or more supply chains. A supply chain is essentially a series of linked suppliers and 
customers in which every customer is, in turn, a supplier to another customer until a finished product reaches the ultimate 
consumer. Even a simplified supply chain diagram for carmakers shown in (& Figure 10-10 illustrates how complex a supply 


chain can be. 18 


A carmaker’s supplier network includes thousands of firms that provide the 5,000 or so parts in a typical automobile. They 
provide items ranging from raw materials such as steel and rubber to components, including transmissions, tires, brakes, and 
seats, to complex subassemblies and assemblies such as in chassis and suspension systems that make for a smooth, stable 


ride. 
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Coordinating and scheduling material and component flows for their assembly into actual automobiles by carmakers is 
heavily dependent on logistical activities, including transportation, order processing, inventory control, materials handling, 
and information technology. A central link is the carmaker supply chain manager, who is responsible for translating 
customer requirements into actual orders and arranging for delivery dates and financial arrangements for automobile dealers. 


Figure 10—10 The automotive supply chain 
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Logistical aspects of the automobile marketing channel are also an important part of the supply chain. Major responsibilities 
include transportation (which involves the selection and management of external carriers—trucking, airline, railroad, and 
shipping companies—for cars and parts to dealers), the operation of distribution centres, the management of finished goods 
inventories, and order processing for sales. 


Supply chain managers also play an important role in the marketing channel. They work with extensive car dealer networks 
to ensure that the right mix of automobiles is delivered to each location. In addition, they make sure that spare and service 

parts are available so that dealers can meet the car maintenance and repair needs of consumers. All of this is done with the 
help of information technology that links the entire automotive supply chain. What does all of this cost? It is estimated that 
logistics costs represent 25 to 30 percent of the retail price of a typical new car. 


Supply Chain Management and Marketing Strategy 


The automotive supply chain illustration shows how logistics activities are interrelated and organized across firms to create 

and deliver a car for you. What’s missing from this illustration is the linkage between a specific company’s supply chain and 
its marketing strategy. Just as companies have different marketing strategies, they also manage supply chains differently. The 
goals to be achieved by a firm’s marketing strategy determine whether its supply chain needs to focus on being more 


responsive or more efficient in meeting customer requirements. 


Aligning a Supply Chain with Marketing Strategy 


There are a variety of supply chain configurations, each of which is designed to perform different tasks well. Marketers today 
recognize that the choice of a supply chain follows from a clearly defined marketing strategy. With the globalization of the 
world economy and increased competition, see the importance of integrating supply chain management with their marketing 


strategy through the following three steps: 1? 


1. Understand the customer. To understand the customer, a company must identify the needs of the customer segment being 
served. These needs, such as a desire for a low price or convenience of purchase, help a company define the relative 
importance of efficiency and responsiveness in meeting customer requirements. 


2. Understand the supply chain. A company must understand what a supply chain is designed to do well. Supply chains range 
from those that emphasize being responsive to customer requirements and demand to those that emphasize efficiency with 
a goal of supplying products at the lowest possible delivered cost. 


3. Harmonize the supply chain with the marketing strategy. A company needs to ensure that what the supply chain is capable of 
doing well is consistent with the targeted customer’s needs and its marketing strategy. If a mismatch exists between what 
the supply chain does particularly well and a company’s marketing strategy, the company will either need to redesign the 
supply chain to support the marketing strategy or change the marketing strategy. The bottom line is that a poorly designed 
supply chain can do serious damage to an otherwise brilliant marketing strategy. 
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How are these steps applied and how are efficiency and response considerations built into a supply chain? Let’s briefly look 
at how two market leaders—Dell Computer Corporation and Walmart Inc.—have harmonized their supply chain and 
marketing strategy. 


Dell Computer Corporation: A Responsive Supply Chain 


The Dell marketing strategy targets customers who want to have the most up-to-date personal computer equipment 
customized to their needs. These customers are also willing to wait to have their customized personal computer delivered in a 
few days, rather than picking out a prepackaged model at a retail store, and they pay a reasonable, though not the lowest, 
price in the marketplace. Given Dell’s market segments, the company has the option of choosing either an efficient or a 
responsive supply chain. 


An efficient supply chain may use inexpensive but slower modes of transportation, emphasize economies of scale in its 
production process by reducing the variety of PC configurations offered, and limit its assembly and inventory storage 
facilities to a single location, say Austin, Texas, where the company is headquartered. 


If Dell opted only for efficiency in its supply chain, it would be difficult if not impossible to satisfy its target customer’s desire 
for rapid delivery and a wide variety of customizable products. Dell instead has opted for a responsive supply chain. It relies 
on more expensive express transportation for receipt of components from suppliers and delivery of finished products to 
customers. The company achieves product variety and manufacturing efficiency by designing common platforms across 
several products and using common components. Dell also has invested heavily in information technology to link itself with 
suppliers and customers. 


þYNAMICS 


Dell has a responsive supply chain. 


Jill Braaten/McGraw-Hill Education 


Walmart Inc.: An Efficient Supply Chain 


Walmart’s marketing strategy is to be a reliable, lower-price retailer for a wide variety of mass-consumption consumer goods. 
This strategy favours an efficient supply chain designed to deliver products to consumers at the lowest possible cost. Because 
it competes on price, Canadians are considering Walmart for some of their grocery needs. 


Walmart’s efficient supply chain allows it to keep relatively low inventory levels; that is, most inventory is stocked in stores 
available for sale, not in warehouses gathering dust. The low inventory arises from Walmart’s use of cross-docking—a practice 
that involves unloading products from suppliers, sorting products for individual stores, and quickly reloading products onto 
its trucks for a particular store. No warehousing or storing of products occurs, except for a few hours or, at most, a day. 
Cross-docking allows Walmart to operate only a small number of distribution centres to service its vast network of stores and 
supercentres, which contributes to efficiency. It also uses fleet-management software to enhance operations. 


i 4 i 
Walmart operates with an efficient supply chain. 
©Niloo/Shutterstock 


This does increase cost and investment, but the benefits in terms of responsiveness justify the cost in Walmart’s case. 
Walmart has invested significantly more than its competitors in information technology to operate its supply chain. The 
company feeds information about customer requirements and demand from its stores back to its suppliers, which 
manufacture only what is being demanded. This large investment has improved the efficiency of Walmart’s supply chain and 
made it responsive to customer needs. 


Walmart’s strategy allows for availability of product. When renovating stores, Walmart ensures any construction is performed 
during off-hours. When reviewing its supply chain, Walmart continues to enhance its program by diligently assessing 
associated risks; that is, it reviews the countries it sources from and assesses the compliance of its potential suppliers. 


66 Walmart keeps relatively low inventory levels, and most inventory is stocked in stores available for sale, not in warehouses 


gathering dust. 99 


In the United States, Walmart uses technology to efficiently run its supply chain. RFID, which stands for radio frequency 
identification, is a tag that is incorporated into a product for tracking purposes. RFID improves the efficiency of inventory 
tracking and management. Walmart has already asked its suppliers to use RFID. Walmart says that RFID will result in a 30 
percent reduction of out-of-stock items and less excess inventory in the supply chain.29 Some suppliers have complied, but 
many to date have not. The cost of using this new technology is the reason for their not going ahead. 
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Three lessons can be learned from these two examples. First, there is no single best supply chain for every company. Second, 
the best supply chain is the one that is consistent with the needs of the customer segment being served and complements a 
company’s marketing strategy. And finally, supply chain managers are often called upon to make trade-offs between efficiency 
and responsiveness on various elements of a company’s supply chain. 


For a discussion of linking supply chain management with corporate social responsibility, review the Making Responsible 
Decisions box, Ef Soft Drinks Lessen Hard Environmental Impact?! 


Making Responsible Decisions 


Soft Drinks Lessen Hard Environmental Impact 


Imagine you were marketing a product for decades and then realized you urgently needed to make a change. 
Not because your product wasn’t successful, but rather because the change was better for the world. 


The Coca-Cola Company’s clear soft drink Sprite is associated with a green bottle. This packaging strategy 
helped solidify the refreshing lemon-lime drink in the minds of Canadians. To make the recycling of its bottles 
better, the Coca-Cola Company is risking this brand association. 


The Coca-Cola Company is improving the quality of its recycled material. 


Steve Cukrov/Shutterstock 


As of August 1, 2022, the Coca-Cola Company changed all of its green polyethylene terephthalate (PET) bottles 
to clear PET. This change allows the Sprite bottles to be recycled into new Sprite bottles instead of limiting them 
to a single use. This process improves the quality of the recycled material and allows for the same use of the 
original material. 


On top of its change to Sprite, the Cola-Cola Company also announced that Dasani brand water bottles will be 
made with 100 percent recycled plastic. Sustainability resonates with consumers, and companies and 
governments know it. In 2022, the Government of Canada outlined regulations to prohibit the manufacturing and 
sale of single-use plastics. Using sustainability as a marketing tool is a good strategy for companies, consumers, 
and the world. 


Questions 
1. What are other changes companies like the Coca-Cola Company making to have a positive impact on the 
environment? 


2. Why has it taken companies so long to make environmentally beneficial changes? 


Reverse Logistics 


The flow of products in a supply chain does not end with the ultimate consumer or industrial user. Companies today 
recognize that a supply chain can work in reverse. Reverse logistics is a process of reclaiming recyclable and reusable 
materials, returns, and reworks from the point of consumption or use for repair, remanufacturing, redistribution, or disposal. 
The effect of reverse logistics can be seen in the reduced waste in landfills and lowered operating costs for companies. 


Key Logistics Functions in a Supply 
Chain 


The four key logistics functions in a supply chain are transportation, order processing, 
inventory management, and warehousing. These functions have become so complex that 
many companies are outsourcing them to third-party logistics providers. Ultimately, 
successful logistics management minimize the total cost of logistics while delivering the 
appropriate level of every factor of customer service: time, dependability, communication, 


and convenience. 


Transportation 


There are five basic modes of transportation—railroads, motor carriers, air carriers, water 
carriers, and pipelines—and combinations involving two or more modes, such as highway 
trailers on a rail flatcar. Although many manufacturers pay transportation expenses, some 
retailers negotiate with their vendors to absorb this expense. The transportation modes can 


be evaluated on six basic service criteria: 
1. Cost: Charges for transportation 
2. Time: Speed of transit 
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3. Capability: What can be realistically carried with this mode, such as controlled 
temperatures and humidity levels 

4. Dependability: Reliability of service regarding time, loss, and damage 

5. Accessibility: Ability to move products over a specific route or network; for example, some 
destinations, such as remote areas in northern parts of Canada, may be unavailable by 
truck or water 

6. Frequency: Refers to how often a marketer can ship products by a specific transportation 
mode. Pipelines provide continuous shipments whereas railways and water carriers follow 


specific schedules for moving products from one location to another. 


Order Processing 


Order processing is much more sophisticated these days with the use of electronic data 
interchange (EDI). EDI is the computer-to-computer exchange of business documents from a 
retailer to a supplier and back. Purchase orders and invoices can be transmitted back and 
forth electronically, replacing manual processing. Walmart was a pioneer in using EDI. Now, 
many other retailers also use this system. The use of EDI increases the speed, accuracy, and 


streamlining of operations between retailer and supplier. 


Inventory Management 


Inventory management entails maintaining the delicate balance between keeping too little 
and too much inventory. For example, a retailer that carries too much inventory ends up 
with a lot of capital tied up in storing products in a warehouse. Too little inventory means 


that there is an increased risk of being out of stock and having unhappy customers. 


A solution to this problem is the just-in-time (JIT) inventory system, which is designed to 
deliver less merchandise on a more frequent basis than traditional inventory systems. This 
system requires fast on-time delivery. The firm gets the merchandise “just in time” for it to be 
used in production of another product, or for sale when the customer wants it, in the case of 
consumer products. When this convenience is provided by the supplier, it is referred to as a 


vendor-managed inventory system (VMI). 
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Although firms achieve great benefits from a just-in-time system, it is not without its costs. 
The logistics function becomes more complicated with more frequent deliveries. Greater 
order frequencies result in smaller orders, which are more expensive to transport and more 


difficult to coordinate. 


Warehousing 


There are two types of warehouses: a public warehouse offering storage for small companies 
or individuals, and private warehouses, usually used by large firms. Most storage warehouses 


are located on the outskirts of a city where rail and truck transportation are easily available. 


Warehouses are places to store products, whereas distribution centres, described below, 
receive, store, and redistribute goods to customers. 


Distribution centres can be divided into three types: traditional, cross-docking, and 
combination. In a traditional distribution centre, merchandise is unloaded from trucks and 
placed on shelves for storage. When the merchandise is required in stores, a worker goes to 
the shelf, picks up the item, and places it in a bin. A conveyer transports the merchandise to 
a Staging area, where it is consolidated and made ready for shipment to stores. 


Inventory management helps companies maintain 


optimal levels of inventory. 


©Cultura Creative (RF)/Alamy Stock Photo 


The second type of distribution centre is called cross-docking. For example, Heinz ships 
ketchup prepackaged in the quantity required for each Walmart store. It is then sent to a 
staging area rather than into storage. When all the merchandise going to a particular 


Walmart store has arrived in the staging area, it is loaded onto a Walmart truck that goes 
directly to the store. 


The third type of distribution centre consists of a combination of the two types explained 
above. Most modern distribution centres are comprised of the third type. It is difficult for a 
company to operate without some storage facilities, even if merchandise is stored for only a 


few days. 


Critical Thinking for Marketing 


1. Explain the concept of cross-docking. 


2. Describe a just-in-time inventory system. 


Summary...just the facts 


1 d ¢ A marketing channel consists of individuals and firms involved in the process of making a product or 
service available for use by consumers or business users. 


« Intermediaries enable the flow of products and services from producers to buyers by performing transactional, 
logistical, and facilitating functions, thereby creating time, place, form, information, and possession utility. 


2 d ¢ Multi-channel marketing is the blending of different communication and delivery channels that are mutually 
reinforcing in attracting, retaining, and building relationships with consumers. 


e When consumers shop and buy in the traditional marketplace as well as in the online marketspace, marketers 
reinforce the consumer benefits of time, place, form, information, and possession utility. 


e Vertical marketing systems are channels designed to achieve channel function economies and marketing impact. A 
vertical marketing system may be one of three types: corporate, contractual, or administered. 


e Corporate systems display ownership of the next level or the entire channel. 
e Contractual systems benefit from functional economies and marketing impact by combining efforts on a contractual 
basis. 
e Administered systems achieve coordination through size and influence rather than ownership. 
3 d ¢ The final choice of a marketing channel by a producer depends on a number of factors. They are market 
factors, product factors, and company factors. 
« Channel design considerations are based on the target market coverage sought by producers, the buyer requirements 


to be satisfied, and the profitability of the channel. 


- Target market coverage comes about through one of three levels of distribution density: intensive, exclusive, or 
selective distribution. 


« Buyer requirements are evident in the amount of information, convenience, variety, and service sought by consumers. 
e Profitability—of each channel member and the channel as a whole—is largely affected by costs and whether or not 
costs can be shared by members. 
4 d e A supply chain is a sequence of firms that perform activities required to create and deliver a good or service 
to consumers or industrial users. 


e Supply chain management is the integration and organization of information and logistics across firms for the 
purpose of creating value for consumers. 


e The goals to be achieved by a firm’s marketing strategy determine whether its supply chain needs to be more 
responsive or efficient in meeting customer requirements. Marketers today recognize that the choice of a supply 
chain involves three steps: (1) understand the customer, (2) understand the supply chain, and (3) harmonize the 
supply chain with the marketing strategy. 


Key Terms and Concepts...a refresher 


channel conflict 

cross-channel shopper 
disintermediation 

dual distribution 

electronic data interchange (EDI) 
electronic or digital marketing channels 
exclusive distribution 

franchising 

intensive distribution 
intermediaries 

just-in-time (JIT) inventory system 
logistics 

marketing channel 

multi-channel marketing 

reverse logistics 

selective distribution 

supply chain 

supply chain management 


vertical marketing systems 


Hands-on... APPLY YOUR KNOWLEDGE 


Contractual Systems in Marketing The opening vignette describes how smaller organizations can benefit from leveraging 
the economies of scales of larger ones. Review (% Figures 10-1 and [F 10-3 and explain how Blue Sea Foundation is 
performing the transactional and facilitating function of the marketing channel. 
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Chapter Vignette... ACTIVITY 


In the opening vignette, a Blue Sea Foundation executive describes the role of the company as an intermediary to 
support charities across Canada. Considering the comments in the vignette, as well as the figures describing 
intermediaries and the marketing functions they perform, set out at least three expectations that Blue Sea Foundation 


would have of the charities in its marketing channel. 


Marketing YOU 


As a product may take many routes on its journey from producer to buyer, you will also take many routes on your 
journey. The information you’ve added to your ikigai diagram provides a guide to refer to as you make your decisions 
about your career journey. Your ikigai diagram is dynamic and you can add, change, or modify it as you learn and 
experience more. 


As a student you are focusing on your studies and this is key. However, it is only part of your education. Employers are 
looking for grads that have learned both the theory and the practical skills they are looking for. Therefore, it is key to 
look out for opportunities to build your practical skills and your experience while you are studying. 


When looking for a career or role with a company, you may start with well known brand name organizations. But you 
should also be aware that there are significant companies out there that consumers may not be aware of, but are well 
known to other businesses. 

You can build your experience, while at school, by participating in applied learning activities such as: 

« Co-op work terms, internships and practicums 

e Volunteering with clubs or societies on campus (or starting your own) 

- Starting a new side hustle 

e Seeking out volunteer opportunities on campus 


e Participating in international field schools and or study abroad opportunities 


Activity: 

From this list of possible activities to build your experience and practical skills, select one activity to explore further. 
« Find out about co-op and internship opportunities at your school 

e List some side hustles to explore 

e Identify possible volunteer opportunities 

e List possible clubs to join 

e List international field schools offered at your school 


e List study abroad opportunities 
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Chapter 11 
Retailing and Wholesaling 


YARDLOCK 


Yardlock Corporation 


LEARNING OBJECTIVES 


LO Ea Describe the benefits that retailing provides for consumers 

2 p Classify retail outlets by forms of ownership 

3 d Explain the importance of target market selection and positioning for retailers 

4 p Outline the retailing marketing mix and its four variables 

LoG d Discuss non-store retailing and its role in the retail world 

| Lo & d Describe why consumers shop and buy online, what they purchase, and how marketers 
influence online purchasing behaviour 

7 d Explain how retailers use the mobile channel 

| LO Eq J Describe the types of wholesalers and the functions they perform 


CHAPTER OUTLINE 


= Simple solutions work 


= The value of retailing 

= Forms of ownership 

= Target market selection and positioning 
= Retailing mix 

= Non-store retailing 

a Online retailing 

= Retailer’s usage of the mobile channel 


a Wholesaling 


CHAPTER FEATURES 


Greentailing 


How Canadian companies like Roots are leading in sustainability. 


Living Beyond Books 


Indigo's evolution as a retailer. 


Listening to customers, and developing products is one role marketers have. Ensuring the products are available where 
and when they want them is another important role. 


Homeowners want to feel secure in their homes. Protecting the inside of a home is normally the first step; however, it's 
also important to keep backyards, sheds, and garages—where people keep barbecues, bicycles, and furniture—safe. 


Don Wepf, founder of YARDLOCK Corporation, has the perfect solution for these homeowners. “Several years ago, 
when we decided to purchase a pool, our backyard security suddenly became an important issue,” says Don. The town 
where he lived required a fenced yard around the pool and secured access to the pool area. This was not only to keep the 
pool secure, but to also keep the backyard locked for the safety of small children. 


According to Don, “having a locked backyard can be a bit of an inconvenience.” His YARDLOCK solution made 
backyards secure while offering convenient entry and exit of the yard. 
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The product development process took some time as Don learned from his attempts to secure the backyard. Although a 
standard padlock locked the gate, it created several other problems. “When we wanted to enter the backyard from the 
outside, we had to go into the house, remove our shoes, search for the key, put on our shoes and then finally unlock the 
gate,” says Don. “After all that, we would go back into the house and put away the key. After a while, a simple task of 
going into the backyard became a frustrating chore in itself.” 


Thinking through easier and faster ways to get in and out of backyards, Don discovered most people either reach over the 
fence or use a pull rope to open their gates. These methods offer convenience, but not security. After further primary 
and secondary research, Don realized that there was no keyless lock available that offered two-way access for a wooden 
gate. That was when the YARDLOCK solution was created. Don developed a mechanism that could either lock or 
unlock the gate by punching in a code. A simple solution that offered security, peace of mind, and convenience. 


The organization’s main mission is to produce high quality products that meet and exceed the expectations of customers. 
Greg Seelman, YARDLOCK’s vice president of operations says, “Our employees recognize that our company exists 


because of our customers, and that our success is dependent on meeting their expectations.” 


YARDLOCK distributes directly and through retailers committed to customer satisfaction, orders shipped on time, and 
courteous and professional service. “Using both traditional retailing, and non-store retailing strategies help us get more 


products into the hands of our customers,” Greg says. 


reality CHECK @@® 


As you read Chapter 11, refer back to the YARDLOCK vignette to answer the following questions: 


e Why do you think YARDLOCK uses both traditional and non-store retailing strategies? 


e Why do you think YARDLOCK has such a focus on timely shipping, and professional service? 
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The Value of Retailing 


1 P Retailing includes all activities involved in selling, renting, and providing goods 
and services to ultimate customers for personal, family, or household use. Distribution 
involves creating a place where the customer can access a product. It is a key and evolving 
component of the marketing mix. As technology enables customers to access multiple 
channels of distribution, the challenge of retailers becomes anticipating customer needs and 


providing them with favourable purchasing options. 


Retailing is an important marketing activity that engages consumers by offering a place for 
showcasing products that creates interest and excitement. Shopping is not only a way to 
acquire necessities but also a social activity and often an adventure—retailing makes this 
possible. Producers and consumers are brought together through retailing actions, and 
retailing also creates customer value and has a significant impact on the economy. 
Retailing’s economic value is represented by the number of people employed in retailing as 
well as by the total amount of money exchanged in retail sales. Technology is disrupting the 


retailing landscape. 


Consumer Utilities Offered by Retailing 


The utilities provided by retailers create value for consumers. Time, place, form, 
information, and possession utilities are offered by most retailers in varying degrees, but one 
utility is often emphasized more than others. Look at ( Figure 11-1 to find out how well 


you can match the retailer with the utility being emphasized in the description. 


Figure 11-1 Which company best represents which utilities? 
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for gardeners and | 


nformation | 
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_ A distinctive toy store with a backwards R, this 

= company is what every kid dreams about. Unlike 

- most stores, which reduce their space assigned to 

_ toys after the holiday season, a huge selection of 4 ion 
toys is always available at Toys “R” Us. ossessi 


Toys IR Us 
www.toysrus.com 


Placing mini-banks in supermarkets puts the bank’s products and services close to the 
consumer, providing place utility. Retail kiosks continue to grow in supermarkets and 
drugstores as this self-source technology is meant to improve service.” Hudson’s Bay makes 
the purchase easier by offering different ways to pay for the purchase, providing possession 
utility. Form utility—production or alteration of a product—is offered by Ralph Lauren 
through its online “Create Your Own” program, which offers shirts that meet each 
customer’s specifications. Finding well-stocked toy shelves year-round is the time utility 
dreamed about by every child (and many parents) who enter a retailer’s toy section. 
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Many retailers offer a combination of the four basic utilities. Some supermarkets, for 
example, offer convenient locations (place utility) and are open 24 hours (time utility). In 
addition, consumers may seek additional utilities such as entertainment, recreation, or 
information. 


The Canadian Retail Scene 


Retail is a vibrant and important part of the Canadian economy as retailers develop strong 
ties with Canadians throughout their everyday lives. 


In 2021, Canadian retailers had revenues of over $674 billion. In Canada, Loblaw 
Companies Limited, Empire Company Limited, and Metro Inc. are leaders in terms of sales, 
while Wal-Mart Stores Inc., Costco Wholesale Corporation, and The Kroger Co. are in the 
top 10 globally.4 


Figure 11-2 shows us the percentage of retail dollars spent in various industries. 


Figure 11-2 Retail sales for 2021 in Canada by industry* 


Specialty food stores 

Shoe stores 

Jewellery, luggage and leather goods stores 
Home furnishings stores 


Dog 


_ Convenience stores 


bed 


bud 


Cannabis stores 

Used car dealers 

Sporting goods, hobby, book and music stores 
Other motor vehicle dealers 

Miscellaneous store retailers 

Furniture stores 

Furniture and home furnishings stores 
Electronics and appliance stores 

Clothing stores 

Beer, wine and liquor stores 

Automotive parts, accessories and tire stores 
Clothing and clothing accessories stores 
Building material and garden equipment 

and supplies dealers 

Health and personal care stores 

Gasoline stations 


Supermarkets and other grocery 
(except convenience) stores 


Grocery stores 
General merchandise stores 


New car dealers 

Food and beverage stores 
Automobile dealers 

Motor vehicle and parts dealers 
Retail trade 
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Source: "Retail trade sales by industry," Statistics Canada, February 21, 2023, accessed at 
www 150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=2010000802. 


There is a growing trend for American retailers to open locations in Canada. However, 
entering the Canadian retail scene is not easy. Hudson's Bay Company (HBC) sold the bulk 
of its weakest chain, Zellers Inc., to the U.S. retail giant Target. The chain assumed control 
of up to 220 Zellers stores. The move, which came after years of rumours and discussion 
about Target’s desire to acquire space in Canada, dramatically reshaped the domestic retail 


landscape. It underscored the growing demand by foreign retailers for Canadian locations to 
take advantage of the country’s relatively healthy economy as well as the importance of 
Canadian retailers to be competitive to keep Canadians shopping at home. Unfortunately, 
two years after it opened its first stores in Canada, Target closed down its Canadian retail 
operations. Ironically, in 2022, HBC announced it would be reintroducing the Zellers brand 


through digital-first experiences complemented by physical locations.> 
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The Global Retail Picture 


Retailing is also a very important factor in the global economy, and it is a difficult retail 
climate for store owners. In the past few years, the worldwide economy has been challenged 
by issues such as terrorism, economic downturn, reduced tourism, political crises, and low 
consumer confidence. All of these issues translate into lower sales for retail. At the same 
time, consumers are empowered, and it is more difficult to gain and maintain their loyalty. 
Profits have to be worked at very diligently. Technology is making the industry more 
sophisticated and streamlined, and consolidation makes some competitors large and very 


powerful. It is a demanding and thorny business. 


Not all countries have experienced the soft demand and market challenges that have 
characterized the major industrialized nations. Some of the developing countries or 
emerging markets in Asia and Eastern Europe are experiencing solid growth and are 
developing modern types of retailing. China, India, and Russia are seen as some of the 


biggest growth opportunities for retail in the next few years. 


A study of the top 250 global retailers by Deloitte ranks the world’s biggest retailers. The 
chart accompanying | Figure 11-3 shows that most of the top ten global retailers have 


sought opportunities to serve consumers outside their country of origin. 


Figure 11-3 Where do we find the top retailers in the world? Who are they? 


Country of FY2021 Retail Revenue 
Rank Origin Name of Company (US$ Millions) 
1 U.S. Walmart Inc. $572,754 


2 U.S. Amazon.com Inc. $239,150 


Country of FY2021 Retail Revenue 


Rank Origin Name of Company (US$ Millions) 

3 U.S. Costco Wholesale $195,929 
Corporation 

4 Germany Schwarz Group $153,754 

5 U.S. The Home Depot, Inc. $151,157 

6 U.S. The Kroger Co. $136,971 

7 China J.D. Com, Inc. $126,387 

8 U.S. Walgreens Boots $122,045 
Alliance Inc. 

9 Germany Aldi Einkauf GmbH & $120,947 
Co. oHG 

10 U.S. Target Corporation $104,611 


Source: Deloitte, Global Powers of Retailing 2023, accessed at www.deloitte.com/global/en/Industries/consumer/analysis/the-global-powers-of- 
retailing.html. 


Critical Thinking for Marketing 


1. Ralph Lauren offers form utility when it makes shirts to customer preferences. Consider 
the purchase process of a Ralph Lauren shirt. What functions provide the additional 
utilities? 

2. Why do you think the seven of the top 10 retailers in the world are from the United 
States? 


Forms of Ownership 


2 d For manufacturers, consumers, and the economy, retailing is an important 
component of marketing that has several variations. Because of the large number of 
alternative forms of retailing, it is easier to understand the differences among retail 
institutions by recognizing that outlets can be classified by ownership. Form of ownership 
distinguishes retail outlets on the basis of whether individuals, corporate chains, or 
contractual systems own or control the outlet. Each form has its own benefits and 


challenges. 


Independent Retailer 


One of the most common forms of retail ownership is the independent business, owned by 
an individual. Small independent retailers account for more than 60 percent of the total 
retail trade in Canada. They tend to be retailers such as bakeries, sporting goods stores, 
jewellery stores, or gift stores. Other types of small independent retailers include restaurants, 
automotive supply stores, bookstores, paint stores, flower shops, and women’s accessories 
outlets. The advantage of this form of ownership for the owner is that he or she can be his or 
her own boss. For customers, the independent store can offer convenience, quality personal 
service, and lifestyle compatibility. This is mainly due to the smaller organization being able 


to adapt and to be more efficient than its larger competitors. 
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Corporate Chain 


A second form of ownership, the corporate chain, involves multiple outlets under common 
ownership. If you’ve ever shopped at Hudson’s Bay or Real Canadian Superstore, you’ve 


shopped at a chain outlet. 


In a chain operation, centralization of decision-making and purchasing is common. Chain 
stores have advantages in dealing with manufacturers, particularly as the size of the chain 


grows. A large chain can bargain with a manufacturer to obtain good service or volume 


discounts on orders. Loblaw’s large volume makes it a strong negotiator with manufacturers 
of most products. The buying power of chains is obvious to consumers who compare prices 
at chain stores with other types of stores. Consumers also benefit in dealing with chains 
because there are multiple outlets with similar merchandise and consistent management 


policies. 


Retailing has become a high-tech business for many large chains. Walmart, for example, has 
developed a sophisticated inventory-management and cost-control system that allows rapid 
price changes for each product in every store. In addition, stores such as Walmart are 
implementing pioneering new technologies such as radio frequency identification (RFID) 
tags to improve the quality of information available about products. RFID is a tag that is 
incorporated in a product for tracking purposes, which improves the efficiency of inventory 


tracking and management. 


Contractual System 


Contractual systems involve independently owned stores that use leverage to act like a chain. 
Contractual systems include retailer-sponsored co-operatives, wholesaler-sponsored 
voluntary chains, and franchises. One retailer-sponsored co-operative is Home Hardware, 


which is a collection of independent hardware and home-renovation stores across Canada. 


Home Hardware actually created its own wholesale operation to take full advantage of 
dealings with manufacturers and suppliers. As a co-operative, members can take advantage 
of volume discounts commonly available to chains and also give the impression of being a 
large chain, which may be viewed more favourably by some consumers. Wholesaler- 
sponsored voluntary chains such as Independent Grocers’ Association (IGA) try to achieve 


similar benefits. 


In a franchise system, an individual or firm (the franchisee) contracts with a parent 
company (the franchisor) to set up a business or retail outlet. McDonald’s, Holiday Inn, and 
Subway all offer franchising opportunities. The franchisor usually assists in selecting the 
store location, setting up the store, advertising, and training personnel. In addition, the 
franchisor provides step-by-step procedures for major aspects of the business and guidelines 
for the most likely decisions a franchisee will confront. The franchisee pays a one-time 


franchise fee and an annual royalty, usually tied to the store’s sales. 


By selling franchises, an organization reduces the cost of expansion, although they lose 
some control. To ensure mutual benefits to all parties involved, a good franchisor 
concentrates on enhancing the image and reputation of the franchise name, as well as 
keeping things modern. In fact, a McDonald's franchise in Richmond, British Columbia 
recently updated its 1967 look in 2017.7 


McDonald’s offers franchising opportunities and allows 


franchises to refresh the look. 


Sorbis/Shutterstock 


Target Market Selection and Positioning 


3 d Retailing involves many decisions and considerations. In this section, we look at 
the issues in selecting a target market and the concept of retail positioning. 


Selecting a Target Market 


The first task in developing a retail strategy is to define a target market, describing it in detail. 
Without customers, even the best-conceived retail concept is nothing, so focusing on 
customers is the guiding principle of successful retail businesses. This focus involves 
understanding wants and needs, knowing customer preferences, analyzing behaviour, and 
deciding how to craft all of the dimensions of the retail concept to appeal to the targeted 
customer. Look at any mall or shopping district, and you will see the varied selection of retail 
offerings the customer has to choose from. This provides a challenge to retailers. It is no 
longer enough to appeal to customers; now the retailer has to interest, engage, and delight 
customers in order to foster loyalty. 
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6€ McDonald’s and Subway look at demographics—population, family, and age characteristics—to 
determine where new restaurants should be located and what formats to offer.?? 


How do we define target markets? The most common descriptors are geographic, 
demographic, psychographic, and behaviouristic. Retailers study these factors and adjust 
their retail mix accordingly. McDonald’s and Subway look at demographics—population, 
family, and age characteristics—to determine where new restaurants should be located and 
what formats to offer. Retailers such as Canadian Tire look at consumers’ trends and tastes 
and adjust their product offerings and store composition to match customer preferences. 
Staples and Shoppers Drug Mart have adjusted their store hours to respond to the behaviour 
of consumers; many now prefer to shop and do errands in the evening after working during 
the day. In fact, some retailers are open 24 hours a day. 


Retail Positioning 


Just as marketers of packaged goods position their products to differentiate themselves from 
competitors, so do retailers. For example, Harry Rosen is a high-end men’s clothing retailer. It 
would be a mistake in times of recession for Harry Rosen to start carrying lower-quality, low- 
priced suits. Larry Rosen, CEO and chairman of Harry Rosen Inc., and son of founder Harry 
Rosen, says, “The customer who is used to the quality and calibre of our product is not 
looking for a cheaper product. Maybe he’ll buy slightly less this year but it’s not about 
reducing quality. It’s about sticking to your guns, to who you are.” The confidence to be able 


to do so comes from a deep understanding of your customers and their buying habits. 


Shopper Marketing 


Shopper marketing is a hot trend in marketing today. It is a discipline designed to understand 
how consumers behave as shoppers in different channels and formats. Consequently, 
shopper-marketing practices extend well outside of the store, to the place and time when a 
consumer first thinks about purchasing a product. That might be on a treadmill at the gym, at 
home reading a magazine, or in the car while driving to work. That means that shopper 
marketing is by necessity a multi-channel practice that makes use of traditional media, new 
media, direct marketing, loyalty, trade promotion, and innumerable other marketing 
techniques. 


Harry Rosen, a high-end men’s clothing retailer, provides 


a good example of retail positioning. 


Used by permission of Harry Rosen Inc. 


Underneath it all is one area that is largely alien to traditional marketers, whose focus has 
been almost exclusively on understanding consumers—that is, the consumption of goods and 


services. What’s been ignored is understanding shoppers—that is, consumers when they are in 


the shopping mode. Shopper marketing is new to Canada, but the distinction in 
understanding shoppers is important. 
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Retailing Mix 


| LO -y The marketing mix, or the 4 Ps (product, price, place, and promotion), is used in retail just as it is in other 
businesses, but with some unique considerations. In this section, we look at the retailing mix, which includes product and 
service considerations, retail pricing, physical location factors, and communications, as shown in Lx Figure 11-4. All of 
these components of the mix focus on the consumer. In retail, it is often said that the consumer is king, and treating 


consumers that way is a winning idea for successful retailing. 


Figure 11-4 The retailing mix 
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The positioning of a retail store must be consistent with the store’s retailing mix. The four elements must be coordinated so 
that they portray a clear position to consumers. For example, Winners is positioned as a store providing upscale designer 
clothing at a discount price. If prices suddenly rose and consumers came to the conclusion that they were not getting a 


bargain, Winners’ positioning would not be effective. 


Products and Services 


One of the first decisions that retailers make is what they are going to sell. Usually, both services and products are offered. 
McDonald’s offers a hamburger, which is the tangible product, but the smiles, thank yous, and clean washrooms make up 
some of the service components. A department store such as Hudson’s Bay sells many products—from clothing to 
housewares—and also provides services such as bridal registries. First Choice Hair Cutters provides services such as haircuts, 
colouring, and styling, but also sells hair care products. The balance between products and services involves a trade-off 
between costs and customer satisfaction. 


Level of Service 


Most customers perceive little variation in retail outlets by form of ownership. Rather, differences among retailers are more 
obvious in terms of level of service. Level of service is used to describe the degree of service provided to the customer. Three 
levels of service include self-, limited-, and full-service retailers. Stores such as Costco do not offer bags, while outlets such as 
Holt Renfrew provide a wide range of customer services from gift wrapping to wardrobe consultation. 


SELF SERVICE 


Self service is at the extreme end of the level-of-service continuum because the customer performs many functions and little 
is provided by the outlet. Home building-supply outlets and gas stations are often self-service. Warehouse stores such as 
Costco, usually in buildings several times larger than a conventional store, are self service, with all non-essential customer 
services eliminated. Several new forms of self service include FedEx’s placement of self-service package shipping stations in 
retail stores and office buildings, and self-service scanning systems currently in use in Loblaw stores, Home Depot, Walmart, 
and other retailers. 


LIMITED SERVICE 


Limited-service outlets provide some services, such as credit and merchandise return, but not others, such as alterations to 
clothes. General merchandise stores such as Shoppers Drug Mart and Ikea are usually considered limited-service outlets. 
Customers are responsible for most shopping activities, although salespeople are available in departments such as cosmetics 
at Shoppers Drug Mart. 


FULL SERVICE 


Full-service retailers, which include most specialty stores and department stores, provide many services to their customers. 
Holt Renfrew, a Canadian specialty fashion retailer with nine stores across the country, is very committed to exemplary 
customer service. Its stores feature more salespeople on the floor than other similarly sized stores, and Holt Renfrew offers a 
national concierge service, as well as personal shopping in each store. Employees are trained in customer follow-up, and 
many call their clients to advise them of new merchandise and send thank-you notes after purchase. With an eye kept fixed 
on customers and their evolving needs, Holt Renfrew is a leader in merchandise assortments and in innovations in customer 


services demonstrated by its previous successes and future expansion plans.19 
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Merchandise Mix 


Merchandise selection is one of the major attracting factors for customers, so choices and combinations must be made 
carefully and continually updated to reflect current trends and tastes. This involves finding sources of supply of the products, 
or having them manufactured, as well as managing inventory and warehousing. The merchandise mix describes how many 
different types of products a store carries and in what assortment. The Making Responsible Decisions box, 1E) Greentailing, 
suggests that the move to carrying eco-friendly products, and promote sustainability is another factor in retailers’ 


merchandise mix decisions. !! 


Making Responsible Decisions 


Greentailing 


Would you pay more for a product or service if you knew that choice would make a positive impact on the planet? 
As more and more Canadians focus on sustainability, the answer to that question will more likely be “Yes.” 


The COVID-19 global pandemic caused retailers to pivot and consumers to reflect. With more and more options 
for consumers, retailers are looking for ways to differentiate themselves. Consumers are focusing more on the 
planet, and the impact decisions have on our world. 


Buying from a local retailer, as opposed to a national chain, may cost more, but the benefits in shopping local add 
perceived benefits, and therefore value, to Canadians. Local retailers cannot negotiate the same volume 
discounts as larger chains, so they focus on wasting less. Local retailers do not have the same advertising 
budgets as national brands, so they build their customer base through word-of-mouth, relationships, and 
community. 


As Canadian consumers, and consumers around the world re-evaluate their priorities, values, and beliefs, 
retailers need to understand what is important to them. Sustainability is becoming more and more important. As 
consumers take more ownership of sustainable practices, they look to the businesses they frequent to be 
accountable as well. 

gs 


a 


©Jill Morgan/Alamy Stock Photo 


Showing a commitment to sustainability can take the form of promoting reusable bags, additional recycling 
stations, or advertising that encourages customers not to buy in excess. Since a Canadian consumer can only do 
so much, they are holding the brands they trust accountable. 


Social and environmental issues will continue to be at the forefront, so businesses need to listen, adapt, and take 
action. Businesses want to build brands that Canadian consumers are proud to be associated with, and these 
brand choices must be affordable. 


Since consumers are becoming more and more aware of the impact of their purchases on the environment, 
green products have become increasingly available, and more emphasis is being placed on marketing them. For 
example, apparel companies have begun to produce environmentally friendly clothing. Roots employs 


sustainable practices through the use of eco-friendly materials and manufacturing clothes out of organic or 
recycled cottons. The company continues to develop more eco-friendly products each year. 


The larger strategy being considered in Canadian retailing and business is corporate social responsibility (CSR), 
where companies voluntarily conduct business in a manner that is sustainable from an economic, social, and 
environmental standpoint. Not only is CSR important locally, but Canadian companies see the value of 
incorporating their practices on an international scale. 


In order to grow, sustainability needs to be part of a company’s strategy. As future generations of workers want 
employers that are conscious of their environmental impact, businesses need to adapt or miss out on strong 
talent. Previously, sustainability for a business was choice. Soon it will be a requirement. 


Questions 

1. Describe the target market that retailers that are trying to reach by adopting green practices. 

2. Considering a retailer you have made a purchase from, and identify three changes it can make to its practices 
that would support a green economy. 


Retail outlets vary by their merchandise mix, the key distinction being the breadth and depth of the items offered to 
customers (see Èl Figure 11-5). Depth of product line means the assortment of products within each product line, such as a 
shoe store that offers running shoes, dress shoes, and children’s shoes. Breadth of product line refers to the variety of 


different lines a store carries, such as women’s clothing, men’s clothing, children’s clothing, cosmetics, and housewares. 
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Figure 11-5 Breadth versus depth of merchandise lines 
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DEPTH OF LINE 


Stores that carry a large assortment (depth) of a related line of items are limited-line stores. Sport Chek sporting goods 
stores carry considerable depth in sports equipment, ranging from golf accessories to running shoes. Stores that carry 
tremendous depth in one primary line of merchandise are single-line stores. Victoria’s Secret carries great depth in women’s 


lingerie. Both limited- and single-line stores are often referred to as specialty outlets. 


Despite depth of line, there are many challenges facing Canadian retailers. Consider The Gap Inc. announcement in 2019. 
The once thriving clothing and accessories retailer closed stores in Canada as part of a global strategy to eliminate almost 
half of Gap’s locations. 


Although closing stores would reduce annual sales, eliminating the fixed and variable costs from low profit stores led to 


multi-million dollar savings for the company. !? 


Gap stores were being closed in early 2019. 
Stephen Garbutt/Alamy Stock Photo 


Specialty outlets focus on one type of product, such as electronics (Best Buy), office supplies (Staples), or books (Indigo 
Books & Music) at competitive prices. These outlets are referred to in the trade as "category killers" because they often 
dominate the market. Indigo Books & Music, for example, controls a large percentage of the retail book market in Canada. 


Retailers build strong brands with consumers and other companies. The data box below shows which companies impress 


Canadian executives with their innovation, culture, and social responsibility. 


Impressive Companies 


The top 10 most impressive businesses, according to Canadian executives: 


Rank Brand 
Shopify 
Microsoft 
Amazon Web Services 
Salesforce 
Zoom 
Slack 
RBC 
Telus 

TD 
McKinsey 


1 
2 
3 
4 
5 
6 
7 
8 
9 


— 
© 


Source: Aaliya Dasoo, “Strike up the brands: Which companies have impressed Canadian executives through innovation, culture and social responsibility,” The Globe and Mail, May 28, 
2021, accessed at www.theglobeandmail.com/business/rob-magazine/article-strike-up-the-brands-which-companies-have-impressed-canadian/. 
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BREADTH OF LINE 


Stores that carry a variety of product lines, with limited depth, are referred to as general merchandise stores. For example, 
large department stores such as Hudson’s Bay carry a wide range of different lines of products but not unusual sizes. The 
breadth and depth of merchandise lines are important decisions for a retailer. Traditionally, outlets carried related lines of 


goods. Today, however, scrambled merchandising, offering several unrelated product lines in a single store, is common. The 


modern drugstore carries food, cosmetics, camera equipment, magazines, paper products, toys, small hardware items, and 
pharmaceuticals. Supermarkets rent carpet-cleaning equipment, operate pharmacy departments, and sell flowers. 


Scrambled merchandising makes it convenient for consumers because it eliminates the number of stops required in a 
shopping trip. However, for the retailer, this merchandising policy means that there is competition between very dissimilar 
types of retail outlets, or intertype competition. A local bakery may compete with a department store, discount outlet, or even 
a local gas station. Scrambled merchandising and intertype competition make retailing more challenging. 


Planograms 


A planogram is a visual diagram or drawing of fixtures and products that illustrates how and where retail products should be 
placed on a store shelf. It also illustrates how many facings should be allocated for each stock-keeping unit (SKU). The 
planogram is arranged so that the fastest-moving high-margin products get the most space on the shelf. For example, Procter 
& Gamble works closely with Walmart by providing the retailer with planograms, which lead to higher profits than if 
products were placed indiscriminately on the shelf. 


Indigo 


Enrich your life 


Indigo Books & Music is the largest book retailer in Canada and is a 
category killer. 


Used with permission from Indigo 


As competition increases, we’re seeing suppliers and retailers becoming more aware of the importance of correctly 
merchandising their products. Some retailers produce their own planograms while others, such as Walmart, receive 
planograms from suppliers such as Procter & Gamble. 


Store Atmosphere 


Store atmosphere is related to the positioning of a store. For example, Costco has a warehouse appearance that is consistent 
with the low prices that it offers. Store atmosphere refers to the physical characteristics of a store that provide an overall 
impression to the consumer. These characteristics consist of the exterior and interior appearance and physical layout of the 
store. The Apple Store’s customer-friendly layout encourages consumers to mingle and sample the products. Apple 
successfully trademarked its store design and continues to trademark the distinctive design and layout of its retail store in 
Canada. It filed an application with the Canadian Intellectual Property Office and received a trademark for its distinctive 


design and layout. 13 


Apple offers a store atmosphere allowing consumers to engage with Apple 


products. 


emasali stock/Shutterstock 


The Apple Store is usually quite crowded. This frenetic atmosphere draws in even more people who want to be part of the 
“event.” Every Apple Store offers a range of services designed to help customers get the most out of their Apple products, 
including face-to-face support and advice at the Genius Bar, hands-on workshops, and special programs for kids. 


Retail Pricing 


In setting prices for merchandise, retailers must decide on the markup. The markup refers to how much should be added to 
the cost the retailer paid for a product to reach the final selling price. We discussed the calculation of markup in 


Chapter 9. The difference between the final selling price and retailer cost is called the gross margin. 


Discounting a product, or taking a markdown, occurs when the product does not sell at the original price and an adjustment 
is necessary. Often, new models or styles force the price of existing models to be marked down. Discounts may also be used 
to increase demand for related products, 4 For example, retailers might take a markdown on QD-OLED televisions to 
increase sales of televisions, or reduce the price of cake mix to generate frosting purchases. The timing of a markdown can be 
important. Many retailers take a markdown as soon as sales fall off, to free up valuable selling space and obtain cash. 
However, other stores delay markdowns to discourage bargain hunters and maintain an image of quality. There is no clear 
answer, but retailers must consider how the timing might affect future sales. 
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66 What is surprising is that more than 50 percent of thefts are made not by consumers but by employees. ?? 


Although most retailers plan markdowns, many retailers use price discounts as a part of their regular merchandising policy. 
In Canada, retailers such as Walmart emphasize consistently low prices and eliminate most markdowns with a strategy often 
called everyday low pricing.15 Consumers often use price as an indicator of product quality; however, the brand name of the 


product and the image of the store become important decision factors in these situations. 16 


A special issue for retailers trying to keep prices low is shrinkage, or breakage and theft of merchandise by customers and 
employees. What is surprising is that more than 50 percent of thefts are made not by consumers but by employees. 


Off-price retailing is a retail pricing practice that is used by retailers such as Winners. Off-price retailing involves selling 
brand-name merchandise at lower than regular prices. The difference between the off-price retailer and a discount store is 
that off-price merchandise is bought by the retailer from manufacturers with excess inventory at prices below wholesale 
prices, whereas the discounter buys at full wholesale price but takes less of a markup than do traditional department stores. 
Because of this difference in the way merchandise is purchased by the retailer, selection at an off-price retailer is 


unpredictable, and searching for bargains has become a popular activity for many customers. Savings to the customer at off- 
price retailers are reported as high as 70 percent off the prices of a traditional department store. 


Critical Thinking for Marketing 


1. Think of a company and consider the four components of the retailing mix. How much emphasis is put on each 


component, and why? 


2. Would a shop for big men’s clothes carrying pants in sizes 40 to 60 have a broad or deep product line? 


Physical Location 


Another aspect of the retailing mix involves deciding where to locate the store and how many stores to have. Department 
stores, which started downtown in most cities, have followed customers to the suburbs, and in recent years, more stores have 
been opened in large regional malls. Most stores today are near several others in one of five settings: the central business 
district, the regional centre, the community shopping centre, the strip, or the power centre. 


The central business district is the oldest retail setting, the community’s downtown area. Until the regional outflow to 
suburbs, it was the major shopping area, but the suburban population has grown at the expense of the downtown shopping 


area. 


Regional shopping centres consist of 50 to 150 stores that typically attract customers who live or work within a 5- to 15-km 
range. These large shopping areas often contain two or three anchor stores, which are well-known national or regional stores 
such as Hudson’s Bay. One of the largest variations of a regional centre is the West Edmonton Mall in Alberta. The shopping 


centre is a conglomerate of over 800 stores, seven amusement centres, 110 restaurants, and a 355-room Fantasyland hotel. 17 


A more limited approach to retail location is the community shopping centre, which typically has one primary store (usually a 
department store branch) and often about 20 to 40 smaller outlets. Generally, these centres serve a population of consumers 
who are within a 2- to 5-km drive. 


Not every suburban store is located in a shopping mall. Many neighbourhoods have clusters of stores, referred to as a strip 
location, to serve people who are within a 5- to 10-minute drive. Gas station, hardware, laundry, grocery, and pharmacy 
outlets are commonly found in a strip location. Unlike the larger shopping centres, the composition of these stores is usually 
unplanned. A variation of the strip shopping location is called the power centre, which is a large shopping strip with many 
national stores. Power centres are seen as having the convenient location found in many strip centres and the added power of 
national stores. These large strips often have two to five anchor stores plus a supermarket, which brings the shopper to the 


power centre on a weekly basis. 18 
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Power centres are unenclosed shopping centres. 


©David Cooper/Toronto Star via Getty Images 


Communications 


The elements of the retailing communication mix described in (& Figure 11-4 represent an exciting menu of choices for 
creating customer value in the marketplace. Each format allows retailers to offer unique benefits and meet particular needs of 
various customer groups. Today, retailers combine many of the formats to offer a broader spectrum of benefits and 
experiences. These multichannel retailers utilize and integrate a combination of traditional store and non-store formats such 
as catalogues and online retailing. Indigo Books & Music, for example, created [F chapters.indigo.ca to compete with 
Amazon. Furthermore, the Marketing Matters box, 1 Living Beyond Books, discusses how Indigo’s is evolving to help 


enhance its customer experience. !9 


Marketing Matters 


Living Beyond Books 


Even after over 25 years in operation, Canada’s leading book retailer continues to evolve. In Canada, Chapters 
was a recognizable book retailer. In 2001, its merger with Indigo led to a name change, and over the past few 
years, an intentional shift in product offering. Indigo is continuing to develop its retail stores for the future, and 
enhance its digital experience. 


There are 87 superstores under the Indigo and Chapters brands, and 84 smaller stores under the Coles and 
IndigoSpirit banners. During holiday seasons, gift ideas populate Indigo stores and promotional activities. Who 
would think you could get cookware in the same place that you purchase reading materials? Passport holders, 
bags, and mugs might make sense for travellers, but art supplies? The goal for Indigo is to create an experience 
where Canadians find items that align with what they value. 


Indigo’s online retail strategy means the website is organized into areas of interest. Cooking, crafts, fashion, and 
self-care seemed to match the same categories that browsers could see in their local Indigo stores. This was an 
incredible pivot, requiring foresight as Canadians started consuming more literature online. 


indigo 


Books Music & Café 


NATION CREATIVITY INSPIRAT 


An Indigo store in Toronto, Ontario. 


Mikecphoto/Shutterstock 


Indigo is now a book and lifestyle brand. It has identified itself beyond books with a focus on providing a one- 
stop shopping experience for Canadians. As the new lifestyle categories emerge, Indigo is prepared to expand 
into them. Categories like Gifting, Gourmet, Tween, and Wellness are either new or growing in the future. 


But how do you market lifestyle? For Indigo, it means a great deal of merchandising with various product displays. 
Cocktail glasses and cooking supplies for the foodie, baby items for the young family, and workout gear for the 
athlete. These products complement the array of books that can be used to educate Canadians on the various 
lifestyles and values they are pursuing. 


Finally, Indigo recognizes that Canadians expect an omnichannel experience. Physical retail experiences and 
digital retail experiences need to seamless and integrated. Canadians want to shop where they want and how 
they want. 


Questions 
1. What other retailers have established a strategy of product expansion similar to Indigo's? 


2. What other retailers could establish an expansion of their product offerings? How would they do it? 
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Integrated channels can make shopping simpler and more convenient. A consumer can research choices online or in a 
catalogue and then make a purchase online, over the telephone, or at the closest store. In addition, the use of multiple 
channels allows retailers to reach a broader profile of customers. While online retailing may cannibalize catalogue business 
to some degree, a Web transaction costs about half as much to process as a catalogue order. Multi-channel retailers also 
benefit from the synergy of sharing information among the different channel operations. 


Critical Thinking for Marketing 


1. Explain how shrinkage impacts retailers. 


2. How do multi-channel retailers make shopping simpler and more convenient? 


Non-store Retailing 


5 d Most of the retailing examples discussed earlier in the chapter, such as corporate 
chains, department stores, and limited- and single-line specialty stores, involve the consumer 
physically being in the store. Many retailing activities today, however, are not limited to sales 
in a store. Non-store retailing occurs outside a retail outlet through activities that involve 
varying levels of customer and retailer involvement. Forms of non-store retailing include 
automatic vending, television home shopping, and direct marketing (direct mail and 
catalogue retailing, telemarketing, direct selling, and online buying). Many traditional bricks- 
and-mortar stores are involved in non-store retailing, making them “click and mortar” 
concepts; for example, Indigo Books & Music has developed [F chapters.indigo.ca, its 
online store. Dell Computers, in contrast, relies mainly on non-store retailing for its 


consumer sales. 


Automatic Vending and Kiosks 


Non-store retailing includes vending machines, which make it possible to serve customers 
when and where stores cannot. Maintaining and operating vending machines is expensive, 
so product prices in vending machines tend to be higher than those in stores. Typically, 
small convenience products are available in vending machines. In Japan, products available 
in vending machines include dried squid, hair tonic, boxers, green tea, beer, books, clothing, 
and even music downloaded from a satellite transmission system. Best Buy uses automated 


vending kiosks in select airports across Canada. 


Improved technology will soon make vending machines easier to use by reducing the need 
for cash. In Europe, for example, Marconi Online Systems has installed 6,000 vending 
machines that allow consumers to pay for products using a cell phone. Similarly, the world’s 
largest vending machine company, Canteen Services Inc., is testing a cashless system called 
FreedomPay, which allows consumers to wave a small wand in front of a sensor to make a 


purchase. 


Another improvement in vending machines—the use of wireless technology to notify retailers 


when their machines are empty—is one reason automatic merchandising sales are expected 


to increase in the future.29 


Television Home Shopping 


Television home shopping is possible when consumers watch a shopping channel on which 
products are displayed; orders are then placed over the telephone or the Internet. One 
popular network is The Shopping Channel, which has 24-hour programming and calls itself 
a broadcast retailer. A limitation of TV shopping has been the lack of buyer-seller 
interaction. New Internet technologies, however, now allow consumers to explore different 


possibilities. 


Direct Marketing from a Retailing Perspective 


We talk in detail about direct marketing in [F Chapter 12; here we introduce the idea, as it is 
an important form of retailing. In its simplest terms, direct marketing is an interactive 
process of marketing that uses advertising media or direct consumer contact to offer 
products or services. When a direct communication to a consumer or a business market is 


intended to generate a response from the recipient, direct marketing is the tactic being used. 
Direct Mail and Catalogues 


Direct mail and catalogue retailing is attractive because it eliminates the cost of a store and 
clerks. It costs a traditional retail store more than twice the amount to acquire a new 
customer than it costs a catalogue retailer. Why? Because catalogues improve marketing 
efficiency through segmentation and targeting. In addition, they create customer value by 


providing a fast and convenient means of making a purchase. 


In Canada, the amount spent on direct mail catalogue merchandise continues to increase; 
internationally, spending is also increasing. IKEA used to deliver hundreds of million copies 
of its catalogue to 48 countries in 28 languages, including over 7 million in Canada. As 
IKEA has evolved with consumer needs by providing online brochures, the catalogue has 
become less important in connecting with customers dropping to about two million printed 


copies in Canada in 2019.71 
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IKEA is relying less on its catalogues to connect with its 


customers. 


Yati Yahaya/Shutterstock 


One reason for the growth in catalogue sales is that traditional retailers are adding catalogue 
operations. Another reason is that many Internet retailers, such as Amazon, have also added 
catalogues. As consumers’ direct mail purchases have increased, the number of catalogues 
and the number of products sold through catalogues have increased. A typical Canadian 
household now receives dozens of catalogues every year, and there are billions circulated 
around the world. The competition and recent increases in postal rates, however, have 
combined to cause catalogue retailers to focus on proven customers rather than 


“prospects.” 


Another successful new approach used by many catalogue retailers is to send specialty 
catalogues to market niches identified in their databases. L.L. Bean, a longstanding 
catalogue retailer, has developed an individual catalogue for fly-fishing enthusiasts. Lee 
Valley Tools Ltd. sends out specialized catalogues for hardware, woodworking, gardening, 
and Christmas. 


Telemarketing 


Another form of non-store retailing, called telemarketing, involves using the telephone to 
interact with and sell directly to consumers. Compared with direct mail, telemarketing is 
often viewed as a more efficient means of targeting consumers, although the two techniques 
are often used together. For example, companies can utilize telemarketing to increase sales 


of extended warranty programs and other services. 


Communications companies such as Bell Mobility telemarket to new potential customers, 
and financial institutions such as RBC and MBNA use telemarketing for customer follow-up 
and cross-selling. Telemarketing has grown in popularity as companies search for ways to cut 
costs but still provide convenient access to their customers. Twenty-five years ago, the 
telemarketing industry generated $3.1 billion in sales and planned to employ one million 
Canadians by the year 2000. By 2007, there were approximately 250,000 Canadians 


employed by the industry, and it generated $17 billion in sales annually.22 


As the use of telemarketing grows, consumer privacy has become a topic of discussion 
among consumers, governments, and businesses. Issues such as industry standards, ethical 
guidelines, and new privacy laws are evolving to provide a balance between varying 
perspectives. The Canadian Radio-television and Telecommunications Commission (CRTC) 
instituted a national Do Not Call List (DNCL), which was created to enable Canadian 
consumers to reduce the number of unsolicited telemarketing calls they receive. Every year, 
thousands of Canadians raise concerns about receiving unwanted telemarketing calls, 
despite being on the DNCL. 


Direct Selling 


Direct selling, sometimes called door-to-door retailing, involves direct sales of goods and 
services to consumers through personal interactions and demonstrations in their home or 
office. A variety of companies, including familiar names such as Avon, Tupperware, and 
Mary Kay Cosmetics, have created an industry with billions in sales by providing consumers 
with personalized service and convenience. However, sales have been declining as retail 
chains begin to carry similar products at discount prices and as the increasing number of 


dual-career households reduces the number of potential buyers who can be found at home. 


In response to change, many direct-selling retailers are expanding online and into other 
markets. Avon, for example, already has over six million sales representatives in over 100 
countries, with over 10,000 reps trained to sell online. In Canada, the Avon sales force is 
65,000 strong.23 Direct selling is likely to continue to grow in markets where the lack of 
effective distribution channels increases the importance of door-to-door convenience and 
where the lack of consumer knowledge about products and brands will increase the need for 
a person-to-person approach. Furthermore, it will help maximize growth and customer 


loyalty.24 
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Bestbuy.ca and ebay.ca are two examples of online retailers. 


(left): Used by permission of Best Buy Canada. Prices as of July 2017. (right): The eBay logo is a trademark of eBay Inc. 


Critical Thinking for Marketing 


1. Why are catalogue sales growing? 


2. Where are direct-selling retail sales growing? Why? 
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Online Retailing 


6 p Online retailing allows customers to search for, evaluate, and order products 
through the Internet. For many customers, the advantages of this form of retailing are the 
24-hour access, the ability to comparison shop, and the in-home privacy. Four in ten 
Canadians aged 16 and over use the Internet to purchase products and services. This is a 
space that can no longer be ignored by Canadian retailers, as reported by a Forrester 
Research study. Canadians may begin foregoing their loyalty to Canadian retailers if prices 
are cheaper online from non-Canadian retailers. Furthermore, Forrester Research believes 
that the online retail sales market will increase from $20 billion to $34 billion by 2018, 
creating a huge opportunity cost for Canadian retailers who have not ventured into an online 


retailing strategy. 25 


Studies of online shoppers indicated that men were initially more likely than women to buy 
something online. As the number of online households increased to more than 50 percent, 
however, the profile of online shoppers changed to include all shoppers. In addition, the 
number of online retailers grew rapidly for several years but then declined as many stand- 
alone, Internet-only businesses failed or consolidated. Today, there has been a melding of 
traditional and online retailers—“bricks and clicks”—that are using experiences from both 


approaches to create better value and experiences for customers. 


In 2020, amongst the COVID-19 global pandemic, the melding became more of a necessity. 
Technology companies flourished as retailers relied more on online retailing to provide 
products to consumers. Companies like Skip The Dishes and Door Dash helped feed 
Canadians, while businesses rethought innovative ways to provide service in a contactless 


environment. Unfortunately, not all retailer models could adapt as easily. 


In May 2020, luxury retailer Neiman Marcus, U.S. retailer J.Crew, and Montreal-based Aldo 
shoes were all in financial difficulty. Aldo shoes began a business-restructuring process as the 


COVID-19 pandemic forced the almost 50-year-old business to close stores. 


Aldo was founded in 1972 as a dress shoe company focused on style. Its challenge over time 
has been its ability adapt to a world that is evolving more towards casual footwear. When it 
declared its financial challenges, Aldo was selling shoes and accessories in 3,000 stores over 


100 countries. 


COVID-19’s negative impact on the Canadian economy saw almost 2 million jobs lost in 
April 2020. Court filings suggest that Aldo will be closing stores and laying off people to add 


to the number of jobs lost to the pandemic.~© 


Online buying is getting a boost from the comments that consumers are leaving on social 
media sites such as Facebook and X. These sites are having an influence on what consumers 
are buying online. Research shows that Facebook and X influence online buying 


decisions.2” 
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Mobile Banking and Cashless Future 


One of the biggest problems that online retailers face is that nearly two-thirds of online 
shoppers make it to “checkout” and then leave the website to compare shipping costs and 
prices on other sites. Of the shoppers who leave, 70 percent do not return. One way online 
retailers are addressing this issue is to offer consumers a comparison of competitors’ 


offerings. 


Online retailers are also trying to improve the online retailing experience by adding 
experiential, or interactive, activities to their websites. Montreal-based My Virtual Model 
Inc. develops software for apparel stores so that consumers can create models of themselves 
online to assist with the purchase process and help with product selection.2° Car 
manufacturers such as BMW and Toyota encourage website visitors to build a vehicle by 
selecting interior and exterior colours, packages, and options and then view the customized 


virtual car. 


Why Customers Shop and Buy Online 


Customers typically offer six reasons why they shop and buy online: convenience, choice, 

communication, customization, cost, and control. 

e Convenience: Online shopping and buying is convenient, so websites must be easy to locate 
and navigate, and image downloads must be fast. 


e Choice: There are two dimensions to choice: se/ection—numerous websites for almost 


anything consumers want—and assistance—interactive capabilities of Internet/Web-enabled 


technologies assist customers to make informed choices. 


« Communication: Communication can take three forms: marketer-to-consumer email 
notification, consumer-to-marketer buying and service requests, and consumer-to- 


consumer chat rooms and instant messaging.2? 


e Customization: Internet/Web-enabled capabilities make possible a highly interactive and 
individualized information and exchange environment for shoppers and buyers. 
Consumers get what they want and feel good about the experience. An example is Dell, 
which allows consumers to choose the components of their computer rather than 


purchase a computer off the shelf at a bricks-and-mortar retailer. 


e Cost: Many popular items bought online can be purchased at the same price or cheaper 
than in retail stores. Lower prices also result from Internet/Web-enabled software that 
permits dynamic pricing, the practice of changing prices for products and services in real 
time in response to supply and demand conditions. Showrooming refers to the practice of 
consumers visiting stores to physically examine products before purchasing them online at 
a lower price. 

e Control: Online shoppers and buyers are empowered consumers. They readily use 
Internet/Web-enabled technology to seek information, evaluate alternatives, and make 


purchase decisions on their own time, terms, and conditions. 


When and Where Online Customers Shop and 
Buy 


Shopping and buying also happen at different times in the online marketspace than in the 
traditional marketplace. Though most online retail sales occur Monday through Friday, the 
busiest shopping day is Monday. Canadians are the world’s heaviest Internet users, spending 
on average 34 hours online monthly. However, Canadians are not the heaviest online 


consumers, with one in five stating they have never purchased anything online.30 


Online Presence 


The top 10 ecommerce sites in Canada: 


Rank Retailer 


Amazon 

Kijiji 

Walmart Canada 
eBay 

Best Buy 
Canadian Tire 
Costco 


Hudson's Bay 


1 
2 
3 
4 
5 
6 
7 
8 
9 


Home Depot 


_ 
© 


Newegg Canada 


Source: "Top 10 eCommerce Companies in Canada," Clickpost, March 22, 2023, accessed at www.clickpost.ai/blog/best-ecommerce- 
companies-in-canada. 


Describing the Online Customer 


Research indicates that more than 80 percent of Canadians over the age of 16 are now 
connected to the Internet. Ninety-four percent of Canadians say they use the Internet to 
compare prices, and 60 percent go online to read or write reviews. As a result, consumers 
are becoming smarter, increasingly informed, and more demanding. This trend will continue 
as i and more Canadians are now embracing mobile technologies from smartphones to 
iPads. 
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Social media can impact consumer purchases. 


PixieMe/Shutterstock 


Many consumers are spending online time at social media sites such as Facebook and X as 
well as purchasing products and services on company websites. The following points 


describe the effects of social media on the online consumer: 


e Research suggests that social media recommendations tend to increase the chances of 
people buying products or services. For instance, a study found that 50 percent of people 
under 35 followed the recommendations of their social media friends, compared to only 


17 percent who bought because of celebrity endorsements. 


e Another study reveals that while, on average, 7 percent of visitors to an online store make 
a purchase, if directed to the retailer via a social media site, the percentage of visitors who 
will make a purchase goes up to 71 percent. This means that people accessing an online 


retailer via social media are ten times more likely to buy something than other users.>2 


Research has also shown that becoming a follower of a brand on X or a fan on Facebook 


has a positive impact on the possibility of buying and recommending a product or service. 


66 The influence of word of mouth on consumer purchases is still strong, be it face to face or on 


social media sites. ?? 


Recommendations from personal acquaintances or opinions posted by consumers online are 
the most trusted forms of advertising, according to a Nielsen global online consumer survey 
of over 25,000 Internet consumers from 50 countries. Ninety percent of consumers surveyed 
noted that they trust recommendations from people they know, while 70 percent trusted 
consumer opinions posted online. The influence of word of mouth on consumer purchases is 


still strong, be it face to face or on social media sites. >> 


Finally, consumers are also beginning to leverage cashback sites to save money while 
shopping. 


As consumers pursue their different wants, the rising costs of necessities can be a challenge 
to their day-to-day budget. Over the years, coupons and discounts have been the part of the 
promotional strategy of many companies. As technology has become interwoven with the 
lives of the consumer, cashback sites like Rakuten have added another element to the 


consumer decision-making process. 


Using Rakuten and a disciplined approach to shopping can allow you to plan your purchases 


and receive rewards. Not every product on sites qualify for your ideal rewards; however, in 


our fast-paced environment of consumer decision-making, taking a little bit of extra time to 


save money will serve consumers well in the long run. 


Rakuten has over 70 businesses, including digital content and communications. With over 
1.3 billion members worldwide and a growing presence in the Canadian marketplace, 
Rakuten is helping Canadians shop smarter. In Canada, Rakuten has over 750 stores in its 


partnership and over 5 million members.24 


What Online Customers Buy 


There is a lot marketers have to learn about online consumer purchase behaviour. Although 
research has documented the most frequently purchased products and services bought 


online, marketers also need to know why these items are popular in the digital marketplace. 


Retailer Usage of the Mobile Channel 


7 d Retailers are becoming increasingly aware of the value of smartphone-equipped 
customers. As they did with the emergence of the Internet, many retailers initially 
approached the mobile channel with a bit of trepidation. Today, retailers are looking at 
mobile as another important customer touch point. Cell phones, smartphones, and other 
handheld devices are a convenient way for customers to gather more information about a 


retailer’s products or even conduct transactions on a mobile basis. 
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In-store shoppers can research products and prices on their handsets using cameras, 
barcode scanners, QR codes, and other mobile applications. QR (quick response) codes are 
two-dimensional images that look like blobs of black on a white background. They are 
similar to standard barcodes but have much more functionality. QR codes are encoded with 
information ranging from text to photos to website addresses and are scanned by 
smartphones. They can be used to send consumers who scan the codes to places online and 


are very effective marketing tools.> 5 


Retailers can provide immediate incentives by knowing the specific in-store location of the 
shopper via GPS technology. The customer can make the purchase in-store or over a mobile 
cell phone or smartphone. The key is to provide methods to retain customer interest and 
loyalty via a consistent shopping and branding experience across channels. Smartphones are 


being used to engage consumers and help them make better shopping choices. 


The following scenarios demonstrate how mobile can be used:36 


e Riding the chairlift of a major Western ski resort, a customer of a ski apparel retailer pulls 
out a smartphone and clicks on the retailer’s specialty application. The mobile software 
uses GPS technology to determine the skier’s location, and the customer sees feedback on 


this specific mountain’s terrain and recommendations on how to approach its trails. 


Walking through the pet food section of a major discount chain, a customer receives a 
text message with a digital coupon good for 20 percent off Iams dog food. The store has 
detected the shopper’s presence in the pet food aisle, and knows that this particular 


shopper generally purchases the competitor’s product, Purina. For the retailer’s suppliers, 


this provides a chance to encourage a brand switch. For the retailer, it enhances loyalty 


from a customer who has opted in to participate in the mobile program. 


Two teenage girls rifle through the racks of tops in a major department store chain’s 
juniors section. Stopping on one she likes, one girl takes out her phone and scans a QR 
code on the shelf next to the shirt. On the screen of her phone, she sees product reviews 
from other shoppers, and also gets a special offer on a pair of shoes to complete the 
outfit. 


OPAD 


[=] 


e As he jockeys to make his flight at Calgary International Airport, a Montreal-bound 
traveller realizes he’s forgotten to pack his laptop’s power cord. He turns to his cell phone 
and brings up Best Buy’s wireless website. He orders a replacement cord, finds the store 
location closest to his hotel, and picks it up on his way to check in. 


Smartphones are being integrated into the shopping 


experience. 


Monika Wisniewska/Shutterstock 


The above are examples of just a handful of customer interactions taking place today in the 
mobile commerce (m-commerce) channel. In each instance, a retailer uses mobile as a way to 
enhance customer engagement and loyalty. And it is the pervasiveness of cell phones, 
smartphones, and other mobile devices that is leading a growing number of retailers to 
explore what additional opportunities await in the mobile space. 


Here’s an example of how Sephora, the beauty products retailer, uses mobile strategy. It 
created a specific mobile website with thousands of product reviews intended to help 
shoppers evaluate and compare items on their smartphones when they are in the stores. All 
the shopper has to do to retrieve the reviews is type in the SKU number or the name of the 


product in their smartphone. 
66 Sephora, the beauty products retailer, uses mobile strategy.?? 


The increasing number of shoppers arriving at stores with smartphones can also pose a 
threat for retailers. The threat comes from in-store shoppers using their phones to check 
prices at other retailers. Retailers that ignore the growing number of mobile Internet users 
will see their customers defect to competitors. A retailer’s best defence for maintaining 
customer loyalty is to develop a mobile website, with information on the site that 
differentiates itself from competitors. This can take the form of such intangibles as product 


reviews, warranty information, customer service, product knowledge, and return policy. 


Retailers should take note that their websites might have to be adapted for smartphones. 
Regular websites are not configured for mobile, which may lead to frustration as a shopper, 
for example, tries to read words that are too tiny to read on a phone. By providing mobile 
access to their extensive online product information, retailers can help customers feel more 
comfortable about making a purchase at that store as opposed to fleeing to another store 


solely for the low price.>/ 
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Wholesaling 


8 P Many retailers rely on intermediaries to provide them with selection and 
availability of the products sold in their retail operations. Many other businesses also use 
intermediaries to provide them with selection and availability, plus value-added services for 
products that they need to operate their businesses. Those intermediaries are commonly 
called wholesalers and agents (described briefly in iE Chapter 10), according to the 
functions that they fulfill in the distribution process. In addition, there are manufacturers’ 
sales offices operated by the original manufacturers of the products. All of these wholesaling 
intermediaries play an important role in the retailing process and in helping other 
businesses get the products they need. 


Truck jobbers are small wholesalers that have a small 


warehouse from which they stock their trucks for 
distribution to retailers. 


Digital Vision/Getty Images 


MARKETING TIP 


“Using both traditional retailing, and non-store retailing strategies help us 
get more products in the hands of our customers." 


- Greg Seelman, vice president of operations, YARDLOCK Corporation. 


Merchant Wholesalers 


Merchant wholesalers are independently owned firms that take title to—that is, they buy—the 
merchandise they handle. They go by various names, described in detail below. About 83 


percent of the firms engaged in wholesaling activities are merchant wholesalers. 


Merchant wholesalers are classified as either full-service or limited-service wholesalers, 
depending on the number of functions performed. Two major types of full-service 
wholesalers exist. General merchandise (or full-line) wholesalers carry a broad assortment 
of merchandise and perform all channel functions. This type of wholesaler is most prevalent 
in the hardware, drug, and clothing industries. However, these wholesalers do not maintain 
much depth of assortment within specific product lines. Specialty merchandise (or limited- 
line) wholesalers offer a relatively narrow range of products but have an extensive 
assortment within the product lines carried. They perform all channel functions and are 


found in the health foods, automotive parts, and seafood industries. 


Four major types of limited-service wholesalers exist. Rack jobbers furnish the racks or 
shelves that display merchandise in retail stores and perform all channel functions. They sell 
on consignment to retailers, which means they retain the title to the products displayed and 
bill retailers only for the merchandise sold. Familiar products such as hosiery, toys, 


housewares, and health and beauty aids are sold by rack jobbers. 


Cash and carry wholesalers take title to merchandise but sell only to buyers who call on 
them, pay cash for merchandise, and furnish their own transportation for merchandise. They 
carry a limited product assortment and do not make deliveries, extend credit, or supply 
market information. This wholesaler commonly deals in electric supplies, office supplies, 


hardware products, and groceries. 
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Drop shippers, or desk jobbers, are wholesalers that own the merchandise they sell but do 
not physically handle, stock, or deliver it. They simply solicit orders from retailers and other 
wholesalers and have the merchandise shipped directly from a producer to a buyer. Drop 
shippers are used for bulky products such as coal, lumber, and chemicals, which are sold in 
large quantities. 


Truck jobbers are small wholesalers that have a small warehouse from which they stock their 


trucks for distribution to retailers. They usually handle limited assortments of fast-moving or 


perishable items that are sold for cash directly from trucks in their original packages. Truck 


jobbers handle products such as bakery items, dairy products, and meat. 


Agents and Brokers 


Unlike merchant wholesalers, agents and brokers do not take title to merchandise and 
typically provide fewer channel functions. They make their profit from commissions or fees 
paid for their services, whereas merchant wholesalers make their profit from the sale of the 


merchandise they have bought and resold. 


Manufacturers’ agents and selling agents are the two major types of agents used by 
producers. Manufacturers’ agents, or manufacturers’ representatives, work for several 
producers and carry non-competitive, complementary merchandise in an exclusive territory. 
Manufacturers’ agents act as a producer’s sales arm in a territory and are principally 
responsible for the transactional channel functions, primarily selling. They are used 


extensively in the automotive supply, footwear, and fabricated steel industries. 


By comparison, selling agents represent a single producer and are responsible for the entire 
marketing function of that producer. They design promotional plans, set prices, determine 
distribution policies, and make recommendations on product strategy. Selling agents are 


used by small producers in the textile, apparel, food, and home furnishing industries. 


Brokers are independent firms or individuals whose main function is to bring buyers and 
sellers together to make sales. Brokers, unlike agents, usually have no continuous 
relationship with the buyer or seller but negotiate a contract between two parties and then 


move on to another task. Brokers are used extensively in the real estate industry. 


A unique broker that acts in many ways like a manufacturer’s agent is a food broker, 
representing buyers and sellers in the grocery industry. Food brokers differ from 
conventional brokers because they act on behalf of producers on a permanent basis and 
receive a commission for their services. For example, food giant Nabisco uses food brokers 
to sell its candies, margarine, and Planters peanuts, but it sells its line of cookies and 


crackers directly to retail stores. 


Manufacturer’s Branches and Offices 


Unlike merchant wholesalers, agents, and brokers, manufacturer’s branches and sales offices 
are wholly owned extensions of the producer that perform wholesaling activities. Producers 
assume wholesaling functions when there are no intermediaries to perform these activities, 
customers are few in number and geographically concentrated, orders are large or require 
significant attention, or they want to control the distribution of their products. A 
manufacturer's branch office carries a producer’s inventory and performs the functions of a 
full-service wholesaler. A manufacturer's sales office does not carry inventory, typically 


performs only a sales function, and serves as an alternative to agents and brokers. 


Critical Thinking for Marketing 


1. Describe how smartphones are being used by retailers to engage consumers and help 


them make better shopping choices. 


2. Why are there different types of intermediaries? 
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Summary...just the facts 


1 d e Retailing provides customer value in the form of various utilities: time, place, form, information, and 


possession. 


Economically, retailing is important in terms of the people employed and money exchanged in retail sales. 


2 d * Retailing outlets can be classified by forms of ownership, such as independent retailer, corporate chain, and 


contractual system. 


3 d e The first task in developing a retail strategy is to define the target market and positioning of the retail store. 


4 d ¢ The retailing mix consists of goods and services, retail pricing, physical location, and communications. 


In retailing, the product P (of the 4 Ps of the marketing mix) includes level of service, merchandise mix, and store 
atmosphere. 

Stores vary in the level of service they provide. Three levels are self-service, limited service, or full service. 

Retail outlets vary in terms of the breadth and depth of their merchandise lines. Breadth refers to the number of 
different items carried, and depth refers to the assortment of each item offered. 

In retail pricing, retailers must decide on the markup. Off-price retailers offer brand-name merchandise at lower than 
regular prices. 

Retail store location is an important retail mix decision. The common alternatives are the central business district, 


regional shopping centre, community shopping centre, or strip location. A variation of the strip location is the power 
centre, which is a strip location with multiple national anchor stores. 


5 d e Non-store retailing includes automatic vending, television home shopping, online retailing, and direct 


marketing (direct mail and catalogue retailing, telemarketing, and direct selling). 


6 d e Online retailing allows consumers to search for, evaluate, and purchase products and services online. The 


increasing sales and number of people purchasing online suggest that the profile of the online consumer is becoming 
more and more like the profile of the consumer of the traditional marketplace. 


Consumers refer to six reasons they shop and buy online: convenience, choice, communication, customization, cost, 
and control. 


7 d ¢ Retailers are becoming increasingly aware of the value of smartphone-equipped customers: 


- Retailers are looking at mobile as another important customer touch point. 


- Cell phones, smartphones, and other handheld devices are a convenient way for customers to gather more 
information about a retailer’s products or even conduct transactions on a mobile basis. 


- Many retailers depend on the numerous types of intermediaries that engage in wholesaling activities. 


8 d ¢ The main difference between the various types of wholesalers lies in whether they take title to the items they 


sell. 


Key Terms and Concepts...a refresher 


breadth of product line 
brokers 

central business district 
community shopping centre 
depth of product line 
form of ownership 
intertype competition 
level of service 
manufacturers’ agents 
merchandise mix 
merchant wholesalers 
multichannel retailers 
off-price retailing 

power centre 

regional shopping centres 
retailing 

retailing mix 

scrambled merchandising 
selling agents 

shrinkage 

strip location 


telemarketing 


Hands-on... APPLY YOUR KNOWLEDGE 


Online Retailing Assignment A number of retailers will supply YARDLOCK products. Online retailing is a key 
component to the company's strategy. Interview an employee of a retailer in your local community to determine the 
benefits and challenges of providing an online retailing offering to the organization’s clientele. 
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Chapter Vignette... ACTIVITY 


In the opening vignette of this chapter, the vice president of operations at YARDLOCK discusses how different retailers 
need to distribute its products. In groups, research different potential retailers in Canada and identify the top three you 


would want YARDLOCK to distribute through. 


Marketing YOU 


Retail is an important part of the Canadian economy and it includes getting goods and services to the consumer. There 
are many different roles in the retail sector from frontline retail roles to back-end IT roles that support online purchasing. 
It is challenging to understand different careers and what skills are required. One way to find out more about careers is to 
connect to industry representatives to conduct an “informational interview.” An informational interview is speaking to 
someone that is already working in a career that you are interested in exploring. 


Where do you start? Who could you connect with? Begin by asking yourself if you already know a family member 
working in one of the occupations you are exploring that you could speak with. You can also ask your instructors, guest 
speakers, and professionals already working in the field if they would be open to an informational interview. Ask your 
friends if they know of anyone working in your career of interest. If they do, ask them to introduce you to them via email 
or even by text. Follow up and arrange a 20-minute meeting to conduct an informational interview, either virtually or in 
person. 


Setting an intention to connect to industry professionals before you graduate allows you to build your network and begin 
your job search while still in school. Remember your industry connections are plugged into the job market, and they may 
share with you new job opportunities as they come up. 


Activity: 
List the careers you are interested in and pull together a list of the names of people you know that are working in these 
careers. Set a goal to contact them to arrange an interview in the next few weeks. 


Career Name Contact Info 


Here are some sample questions to ask at an informational interview: 

e How did you become interested in this career? 

e What do you most enjoy about your work? 

e What do you least enjoy about your work? 

« What advice would you give to someone interested in pursuing this as a career? 

e Are there any industry associations that you would recommend that I might join? 

e What are the typical educational requirements for someone entering into this career? 


e Would you choose this career again if you knew what you know now? 
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PART 4 
OCUSING ON NEW AND EVOLVING AREAS 


Chapter 12 


Integrated Marketing Communications—The Mix, Trends, a 
Industry 


Kraft Heinz Canada 


LEARNING OBJECTIVES 


1 p Describe the integrated marketing communication process 

2 d Describe the process of promotional program planning and evaluation 
Lo J} Explain the current trends affecting marketing communications 

Lo EJ J Outline the composition of the marketing communications industry 


CHAPTER OUTLINE 


= Kraft Heinz mediates the war between bun and wiener packaging 
= Integrated marketing communication 
= Trends in marketing communication 


= The marketing communications industry 


CHAPTER FEATURES 


Advertising Standards in Social Media 


Facebook is refusing to fact-check political ads. Is this freedom of speech or campaign tampering? 


The marketing communications tools available to marketers have evolved significantly over the last decade. This chapter looks at integrated 


marketing communications; its tools that are used to communicate with target audiences, recent trends, and the industry. E Chapter 13 
focuses on the unique tools that work cohesively to meet communication objectives. These include advertising, social media, event 


marketing, and many more. These communication tools build brand and community, and must work in an integrated fashion to ensure 


maximum impact of marketing communication. 


In 2022, Kraft Heinz set out to solve one of the their industry's most trying concerns—why are hot dogs sold in packs of ten while buns are 


sold in packs of eight? This unbalanced packaging was simply unfair to consumers. 
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This simple question was the basis of an award-winning integrated marketing communications campaign that saw the company go viral on 
social media, be seen on billboards and newspapers in major cities, and was featured in a comedic spot on late night television's The Late 
Show with Stephen Colbert. 


In 2022, the Heinz Hot Dog Pact emerged in an attempt to stay relevant to consumers under increasing competition. The goal was simple: 
help Heinz stay on the mind of consumers as they shop for their summer BBQ food items. By focusing on aligning the packaging of buns 


and hotdogs, Heinz emerged as the mediator in chief—the sauce that could bring these two sides together. ! 


The IMC strategy included the following: 


Digital/Social Media: A well crafted launch video was posted online explaining the issue: "Hot dogs are sold in packages of 10 while 


there are 8 buns to one bag." This clear misalignment was met with consumers saying: "What am I going to do with two left-over 
hotdogs?" and "Make it make sense, make it make sense to me!" This launch video asked hot dog and bun manufacturers to align their 
packaging to 10 units per pack. And in an attempt to get consumers involved, a petition was created for interested people to sign. Fifteen 
thousand signatures were received in the first 24 hours after the posting. This pressing issue quickly became viral when Social Media 


influencers quickly got on board, posting content asking for the pact to come to fruition.” 


Out of Home Media and Advertising: While the petition signatures were racking up, Kraft Heinz also continued educating and reminding 
consumers of the issue by integrating advertising into the campaign. Billboards were seen in major cities. In Toronto, the famed Dundas 
Square was covered in advertising asking consumers to sign the pact. Newspapers released full page advertisements asking readers: "Why 
Aren't Buns and Weiners Sold in Even Packs?"> 


These different communication media were integratively designed to create consumer interest in the issue and help generate interest in 
Heinz condiments. The results were outstanding with $13 million attained in earned media and $1.2 billion in earned impressions. Heinz 


sales rose 2.3 percent compared to 2019 and Heinz ketchup share increased by 1 percent.4 


Outside of the business results, the pact worked! A real change came to hot dog and bun packaging—each settling on Heinz's suggested 10- 


pack format. Wonder Bread and Oscar Mayer Wieners listened to concerned consumers and signed the Heinz Pact. 


10 BUNS. 
10 WIENERS. 
WE DID IT. 


The pact was signed! 
Kraft Heniz Canada 


This successful pact demonstrates the need to successfully integrate IMC campaigns. Consumers would not have known about the issue 
without the launch video. The petition would not have been signed without the reminders from the billboard and newspaper ads. The 
earned media, or free media, would not have been attained without the other elements coming together. Successful IMC campaigns must 
act as a symphony—each individual musician strategically plays their own role in creating the best music. However, the beautiful musical 


only comes to fruition when the individuals work as a collective. 


reality CHECK @@® 


As you read Chapter 12, refer back to this Kraft Heinz vignette to answer the following questions: 
« How do the different IMC pieces of the Heinz Hot Dog Pact campaign work together to achieve success? 
e Why do you think that Kraft Heinz chose digital and out of home tactics for its IMC campaign? 


e What aspects of the campaign could not have existed 20 years ago? How have emerging industry trends changed 
the way integrated marketing communications is practised? 
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Marketing Communications—Promotion 


The next two chapters provide readers with a realistic view of marketing communications, 
bringing to the forefront the approaches that are used by marketers to reach consumers. 

6) Chapter 12 focuses on Integrated Marketing Communications, recent trends, and the 
industry. F Chapter 13 explores the individual elements elements of the promotional mix 
including advertising, digital, and social media. Of utmost importance is the fact that all 
marketing communications must work together, in an integrated fashion, to reach 
consumers in their worlds, relying on metrics and analytics to measure and evaluate success 


and to make improvements. 


Today, consumers are bombarded with marketing messages. With the use of tags, 
bookmarks, opt-ins, and selective feeds, consumers can determine whether they receive 
marketing communication messages, and if so, when, where, and on what device. The lines 


are blurred between reality, entertainment, self-expression, and marketing communications. 


66 The lines are blurred between reality, entertainment, self-expression, and marketing 


communications. ?? 


Developing the Promotional Mix 


A successful marketing campaign demonstrates the opportunity for engaging potential 
customers and the importance of integrating the various elements of a marketing 


communication program. Promotion represents the fourth element in the marketing mix. 


Integrated Marketing Communications 


1 y In putting together the promotional mix, a marketer must consider two issues. 
First, the balance of the elements must be determined. Should advertising be emphasized 
more than personal selling? Should a promotional rebate be offered? Would public relations 
activities be effective? Several factors affect such decisions: the target audience for the 


promotion, the stage of the product’s life cycle, the characteristics of the product, the 


decision stage of the buyer, and even the channel of distribution. Second, because the 
various promotional elements are often the responsibility of different departments, 
coordinating a consistent promotional effort is necessary. A promotional planning process 


designed to ensure integrated marketing communications (IMC) can facilitate this goal. 
The Target Audience 


Promotional programs are directed to the ultimate consumer, to an intermediary (retailer, 
wholesaler, or industrial distributor), or to both. Promotional programs directed to buyers of 
consumer products often use mass media because the number of potential buyers is large. 
Personal selling is used at the place of purchase, generally the retail store. Direct marketing 
may be used to encourage first-time or repeat purchases. Combinations of many media 


alternatives are a necessity for some target audiences today. 


The concept of designing a marketing communications program that coordinates all 
promotional activities to provide a consistent message to a target audience is referred to as 
integrated marketing communications (IMC). 


The key to developing successful IMC programs is to use a process that makes it easy to 
design and evaluate. In an IMC program, each element has a distinct role as well as a 
purpose in the overall campaign. For example, TV ads and Internet display advertising might 
be used to build awareness and to drive consumers to a website, print advertising may be 
used to provide details on technical specifications, social media interactions may be used to 
encourage engagement, sales promotional offers may be needed to encourage product trial, 
email marketing approaches may be required to create a database of the target market, and 
personal selling might be needed to complete a transaction. Each tool is used for a different 
reason and needs to be evaluated against that purpose and its contribution to the overall 


success of the marketing communications program. 


The Customer Advocacy Funnel 


Marketers use integrated marketing communications approaches to ensure that all 
communication elements speak with the same messaging and use a shared visual platform. 
This approach involves developing, executing, and evaluating each element of a promotional 
program so that it encourages customers to become loyal supporters that spread positive 


messages. We call this advocacy. 


The Customer Advocacy Funnel (e Figure 12-1) demonstrates how, over time, the positive 
connections that customers make with brands encourage them to become brand advocates 
who recommend the brand to others. This funnel has consumers moving from an initial 
awareness stage through to interest, engagement, trial, purchase, loyalty, and advocacy. 
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Figure 12-1 The Customer Advocacy Funnel 
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Let’s try to understand how marketers can use specific tools in an integrated fashion to drive 
customers through the funnel: 


e Awareness: A company trying to raise brand awareness may use a website, search engine, 
traditional advertising, and online advertising to maximize consumer exposure to the 
product. 


Interest: A company may use online video to increase interest in the product, this time 


using experts to demo the product and add credibility. 


e Engagement: Social media can be added to the mix to encourage engagement by 
consumers. 
e Trial: Contests, samples, and limited trials can be communicated through direct mail, 


product microsites, and social media networks. 


Purchase: Follow-up on product trial can be done through email to reinforce a positive 


product experience, which can lead to product purchase. 


e Loyalty: Customer loyalty can be encouraged through programs that reward continued 
purchases, such as loyalty programs. Social media can help encourage interaction with 
the brand. 


Advocacy: Ongoing communications, often one-to-one, through email newsletters, social 
networks, branded communities, and blogs can solidify connections with loyal customers, 


providing them with information and experiences to share with others. 


Designing Marketing Communication Programs 


2 y Marketing communications can be a fun yet daunting task for marketers. Its 
subjective nature can make it unnerving. However, the creativity required to pull it together, 


and the ability of metrics to measure success, can make it very rewarding. 


Marketers turn to marketing communication experts to navigate this terrain. 
Communication agencies provide expertise on communication approaches with access to 
insights on new opportunities, consumer trends, and media research. They help guide 
strategy development, creative development, and media planning and buying, as well as 
program evaluation. Marketers shape the backdrop by providing company, product, and 
target market information, as well as insights into product positioning, previous campaigns, 
the competition, and budgetary constraints. They explain the balance between consumer 
and trade promotion, as well as how push and pull strategies are used. They are also 


involved in program creation and evaluation. 


A push strategy is when marketers focus communication efforts on the distribution channel 
to gain support from retailers, distributors, and wholesalers through listings, sales, 
merchandising, featured pricing, and the inclusion in flyers. For example, a consumer 


packaged food company may use personal selling with a retailer to get a product on a shelf. 


Once on the shelf, the customer will have the opportunity to purchase it while in store. If 
the product had not been "pushed" onto the shelf, the customer would not known of the 


product or had access to it. 


A pull strategy is when marketers focus communication efforts on ultimate consumers to 
build awareness, trial, and demand for a product. In this situation, a consumer packaged 
goods company will target the end user to drive demand. This end user would enter the store 
and ask for the product. When the product is not there, they would ultimately leave with 
their demand unmet. This demand would be seen by the retailer and ultimately force them 


to put the product on their shelf to satisfy their customers. These approaches should work 
together (see F Figure 12-2). 
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Figure 12-2 Push and pull communication strategies 


Push and pull strategies need to work together. 


Push and Pull 
Strategies 


| Pull Strategy 


Focuses On... 


| Push Strategy 


Focuses On... 


Distributors e Wholesalers « Retailers Consumers « Media + Public 


Uses... 


Uses... 


Advertising, public relations, consumer 
promotion, direct response, event 
marketing and sponsorship, and personal 
selling to get results 


Direct response, personal selling, and 
trade promotions (trade allowances, trade 
shows, merchandising allowances, and 

co-op advertising funds) to get results 


Results in... 


Awareness, interest, engagement, trial, 
purchase, loyalty, and advocacy 


Results in... 


Listings, sales, merchandising displays, 
feature pricing, and inclusion in flyers 


Work Together 


Steps in the Marketing Communications Process 


Today, with the multitude of communication tools available, and consumers fragmented over 
a wide array of touch points, marketers follow an integrated approach to marketing 
communications, making sure all elements work together to reach specific target audiences. 
The steps in this process, outlined in (“ Figure 12-3, require a marketer to (1) specify the 
IMC objectives, (2) identify the target audience, (3) set the promotional budget, (4) design 
the promotional program, (5) schedule and run the IMC elements, and (6) evaluate the 


program and recommend changes. These steps are explained below. 
Figure 12-3 Steps in the marketing communications process 
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Step 1: Specify the IMC Objectives 


The first step formalizes the purpose of the promotional program, such as building brand 
awareness, creating customer engagement, or increasing brand loyalty. Specific numerical 
targets are often included at this point and used later to evaluate the program. The 
Customer Advocacy Funnel noted earlier may help determine these objectives. Often a 
promotional plan includes objectives such as reach and frequency. Reach is the number of 


people who are exposed to a communication vehicle or message; it is presented as 


percentage of the total number of people in a target audience. Frequency is the number of 
times the target audience is exposed to the communication vehicle or the communication 


message.» 


Step 2: Identify the Target Audience 


The second step in developing the promotion program involves identifying the target 
audience, the group of prospective buyers toward which a promotion program will be 
directed, using geographic, demographic, psychographic, and behavioural data. Information 
on media used by the target audience is also provided, as well as insights on consumer touch 
points. Touch points are any situation in which a customer comes into contact with a brand 


or company. 
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Step 3: Set the Promotional Budget 


Determining the budget is no easy task, particularly since the program has yet to be 


recommended. However, several methods can be used to set the promotion budget:® 


e Percentage of sales: The amount of money spent on promotion is a percentage of past or 
anticipated sales. 


- Competitive parity: Matches the competitor’s absolute levels of spending or a proportion 


of their spend based on market shares. 


¢ All you can afford: Allows money to be spent on promotion only after all other budget 


items—such as manufacturing costs—are covered. 


Objective and task: The company determines the promotion objectives, outlines the tasks 


to accomplish those objectives, and determines the promotion cost of performing those 
tasks. 


Step 4: Design the Promotional Program 


The key component of a promotional program is its messaging. It needs to be visible, 
resonate with its target audience, and be memorable. One of the major challenges of IMC is 


to design each promotional activity to communicate the same message. 


It can encompass online and offline approaches and include advertising, public relations, 


sales promotion, direct response marketing, event marketing and sponsorship, product 


placement and branded entertainment, personal selling, online marketing, social media 
marketing, and mobile marketing. 


The Product Life Cycle 


All products have a product life cycle (see (I Chapter 8), and the composition of the 


promotional mix changes over the four life-cycle stages, as shown in i Figure 12-4. 


Figure 12-4 Product life cycle considerations for promotional programs 
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• Introduction stage: Providing information to consumers in an effort to increase their level 
of awareness is the primary promotional objective in the introduction stage of the product 
life cycle. In general, all the promotional mix elements are used at this time. 


e Growth stage: The primary promotional objective in the growth stage is to persuade the 
consumer to buy the product. Advertising is used to communicate brand differences, and 
personal selling is used to solidify the channel of distribution. 

e Maturity stage: In the maturity stage, the need is to maintain existing buyers. 
Advertising’s role is to remind buyers of the product’s existence. Sales promotion, in the 
form of discounts, coupons, and events, is important in maintaining loyal buyers. 


e Decline stage: The decline stage in the product life cycle is usually a period of phaseout 


for the product, and little money is spent on the promotional mix. 


Step 5: Schedule and Run the IMC Elements 


The promotion schedule describes the order in which each promotional tool is introduced 
and the frequency of its use during a specified time frame. The order of promotional 
elements is carefully planned so that individual aspects seamlessly work together to 
communicate with target audiences. Throughout the campaign, marketers carefully monitor 
developments, particularly in social media, to immediately answer questions, respond to 


comments, and carefully deal with negative feedback. 
Step 6: Evaluate the Program and Recommend Changes 


Promotional programs are evaluated on four levels. First, messaging is often assessed before 
a program is fully developed to gauge responses so that adjustments can be made before 


launch. 


Second, once the program is live, research may be fielded to measure campaign awareness 
and messaging elements such as /ikability, message comprehension, and attitude changes 
toward the brand. 
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Third, upon completion, each individual element will be evaluated against expectations. 
Online programs may look at page views and time on site. Public relations efforts may be 


measured on publicity mentions and return on investment (ROI). 


Fourth, the promotional program will be evaluated against its objectives. This will look at 


business results such as sales, profitability, market share, and expected ROI. 


All of these metrics will be used to determine campaign success and what elements can be 


strengthened in the future. 


Critical Thinking for Marketing 


1. What are the stages in the Customer Advocacy Funnel? 
2. What approaches are used to set the promotional budget? 


3. How are marketing communications programs evaluated? 


Trends in Marketing Communications 


A Changing Landscape 


3 d We start by looking at the current trends impacting marketing communications. 
Connected Consumers 


Affordable Internet technology and some of the fastest download times provide consumers in 
Canada with easy-to-use services and devices that facilitate marketing communications. Free 
online services such as email, search engines, and social media have made media more 
accessible so that two-way communication now exists between marketers and consumers, and 
between consumers and their friends. Many individuals multi-task with the media, spending 
time on the Internet while watching TV, and using tablets and smartphones interchangeably, 
depending on the circumstance. In fact, a recent Statistics Canada study suggested that almost 
47 percent of Canadians use their smartphones while watching television. 


The use of mobile devices in Canada (smartphones, tablets, ereaders, and handheld gaming 
devices) continues to grow. In 2022, it was estimated that there were 35.7 million mobile 
subscribers in Canada.® Smartphone penetration in Canada reached over 99 percent in 2022, 
with one-third of households relying exclusively on wireless services. Smartphones are used for 
everything on the go, with usage including taking photos, messaging, social networking, 
listening to music, conducting searches, using apps, playing games, and shopping.” 


ea Chapter 13 reviews mobile marketing in more detail. 


Research studies tell us that consumers in Canada are among the most connected in the world. 
Canadians spend an average of one hour and five minutes on social media each day and over 
six hours every day using the internet. 10 Social networks are online websites that allow 
members to create a network of friends and contacts to share messages, comments, videos, 
and images as a form of self-expression. 


Based on share of visits, the most popular social networking sites in Canada are Facebook, 
Pinterest, X (formerly known as Twitter), and Instagram. (F Chapter 13 provides an in-depth 
look at social media in Canada. 
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Media Usage 


The amount of time consumers spend with the media has changed significantly over the last 
few years, prompting marketers to take note and adapt marketing communications approaches. 
In 2022, adults in Canada spent 9 hours and 57 minutes per day using some form of media. 
Figure 12-5 illustrates that time spent on digital forms of media, including mobile and 
computer, is expected to continue increasing, whereas time spent on all other forms of media 


is decreasing. !2 


Figure 12-5 Average time spent on traditional versus digital media in Canada 


Traditional* vs. Digital Media: Average Time Spent in Canada, 2019-2023 
(hrs:mins per day among population) 


Digital Traditional* 
2019 4:58 4:57 
2020 5:26 5:02 
2021 5:26 4:48 
2022 5:29 4:39 
2023 5:92 4:34 


Note: Ages 18+; time spent with each medium includes all time spent with that medium, regardless of device or 
multi-tasking; for example, 1 hour of multi-tasking on Facebook while using Snapchat is counted as 1 hour for 
Snapchat and 1 hour for Facebook. 


* Includes time spent on TV, newspapers, magazines, and radio. 


Source: www. insiderintelligence.com/content/canada-time-spent-with-media-2022. 


66 The most popular social networking sites in Canada are Facebook, Pinterest, X, and Instagram.?? 
Advertising Expenditures 


Marketers are shifting advertising dollars online to respond to changing media habits. Digital 
is now the largest recipient of advertising dollars in Canada, ahead of TV and newspaper. The 
latest data on advertising expenditures show that the overall advertising spend in Canada in 
2022 was $17.2 billion, with $11.37 billion of that going to digital. (see [L Figure 12-6).13 


Figure 12-6 Trends—advertising expenditures in Canada ($billions) 


Total Media Ad Spending in Canada, Traditional* vs. Digital**, 2020-2024 
(forecasted data) 


Traditional* Digital** Total 


Total Media Ad Spending in Canada, Traditional* vs. Digital**, 2020-2024 
(forecasted data) 


Traditional* Digital** Total 
2020 $5.34 $9.11 $14.45 
2021 $5.74 $10.33 $16.07 
2022 $5.83 $11.37 $17.20 
2023 $5.95 $12.31 $18.26 
2024 $5.99 $13.14 $19.13 


* Includes directories, magazines, newspapers, out-of-home, radio, and TV. 


“Includes advertising that appears on desktop and laptop computers as well as mobile phones, tablets, and 
other Internet-connected devices in all formats. 


Source: www.insiderintelligence.com/content/canada-digital-ad-spending-2021. 


Evolving Media 


The digital reality sees consumers spending more time online. Even the television industry is 
changing. Content is being produced strictly for streaming, and many television networks have 
made their content available online. Traditional media such as television, magazines, 
newspapers, and radio are creating their own online assets to remain competitive and relevant. 


News organizations, such as the CBC, use YouTube channels and apps to deliver content, 
despite having websites and TV channels of their own. Radio stations stream content online, 
create podcasts, and write articles for their websites, and there has been an influx in Internet 
and satellite radio services such as Sirius. Magazines create content specifically for online 
reading, and in this new media universe, we see newspapers such as the Globe and Mail 
undergo digital redesigns to compete with online news and the 24/7 news cycle. 


Out-of-home advertising, such as billboards and transit advertising, are being replaced with 
digital boards, which provide the opportunity for video and interactive touchscreens. Digital 
advertising has also seen a shift from desktop- and laptop-formatted ads to mobile 


advertising. 14 
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66 Marketers are shifting advertising dollars online to respond to changing media habits. The 
Internet is now the largest recipient of advertising dollars in Canada, ahead of TV and newspaper. *- 
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The Marketing Communications Industry 


4 d The marketing communications industry consists of five main areas that work together to form an industry that is 
ethical, trustworthy, cohesive, and measurable. These areas include the following: (1) the media, (2) marketing 
communication agencies, (3) media research companies, (4) associations, and (5) regulatory bodies. Let’s look at these areas 


in more detail. 


The Media 


The main forms of media are Internet (including mobile), TV, newspaper, magazine, radio, podcasts, and out-of-home 
(including billboards and transit). 


Paid media is the media time that is purchased so that messages can be disseminated through channels that are controlled by 
others—podcast advertising is an example. Owned media refers to the media channels that a company controls, either fully or 
partially, such as a website, microsite, or social media page that is used to directly communicate with consumers. Earned 
media, a term with origins in the public relations industry, refers to the free publicity secured through unpaid media mentions 
and consumers who spread the word through word of mouth or the Internet. 


Marketing Communication Agencies 


Marketing communication agencies provide marketers with expertise on how best to communicate messages to their 
audiences. Agencies can be broad-spectrum and offer a variety of services to their clients, or they can be specialty agencies 
providing expertise in media, creative, public relations, event marketing, digital, product placement, direct marketing, or sales 
promotion. 


Originating in Quebec City, Quebec, in 1972, Cossette is a top Canadian agency. Six partners came together, each investing 


$5,000 in the business. At that time, Cossette worked on local retailers but grew to the provincial and national level.15 


A global brand, Cossette reaches revenues of over $240 million and serves clients such as McDonald's, VIA Rail, and 
16 
Telus. 


Via Rail Advertisement produced by Cossette 


Via Rail/Cossette 


Media Research Companies 


Metrics are central to the smooth functioning of the marketing communications industry. Data on audience measurement, 
readership, consumer trends, and the quality of communication messages is needed to provide transparent and reliable 
information to the media, agencies, and clients. Most major media sectors publish third-party data for the industry, which is 
used to determine advertising rates and trends. In addition, other media research companies, such as comScore and the 
Nielsen Company, provide data to keep the industry apprised on the latest developments. 
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Looking for Media Data? 


Alliance for Audited Media (AAM) auditedmedia.com 
Numeris www.numeris.ca 
Canadian Out-of-Home Marketing & Measurement Bureau (COMMB) www.commb.ca 
comScore www.comscore.com 
Forrester Research www.forrester.com 
Interactive Advertising Bureau of Canada (IAB) www.iabcanada.com 
Canadian Media Directors’ Council www.cmdc.ca 
Nielsen Company www.nielsen.com/ca 
ThinkTV (formerly Television Bureau of Canada) www. thinktv.ca 


Vividata (amalgamation of NADbank www. vividata.ca 
and the Print Measurement Bureau [PMB]) 


Associations 


The marketing communications industry has a number of active associations that provide data and host informative events 
and educational workshops for the industry. Here are just a few that are active in keeping the industry: 


e Canadian Marketing Association (www.the-cma.org) 
e Institute of Communications Agencies (theica.ca) 
« Interactive Advertising Bureau of Canada (www.iabcanada.com) 


e Association of Canadian Advertisers (www.acaweb.ca/en/) 


It is worth your time to investigate the resources and support available from each association. 


Regulatory Bodies 


Prior to embarking on a marketing communications program, marketers need to be well versed in the limitations and 
restrictions placed on them by regulatory bodies. Marketers are advised to become familiar with their specific industry 
associations and to stay up-to-date on marketing regulations, business restrictions, and best practices. IÆ Chapter 2 provides 
details on these regulatory bodies and the regulations that guide marketing communications in Canada. It is advisable at this 
point for you to re-visit these pages to obtain details. The following is only a brief reminder. 


ABOUT 


About Ad Standards 


of Directors 


—_ 
Ad Standards” 


Code Complaints Preclearance 


About Us 


‘Strengthening trust between the 
advertising industry and the public for 
65 years. 


000 
(a an an) 


Membership 


Ad Standards is the only national not-for-profit advertising self-regulatory organization in Canada, 
Our mission is to ensure advertising in Canada is truthful, fair and accurate. 


‘Supported by our members, we enhance legal compliance and ethical advertising practices, and 
build the public's confidence in Canadian advertising across all media. 


This Ad Standards ad encourages truthful communications. 
Ad Standards 


In Canada, there are six main regulatory groups that work toward limiting intentional and unintentional deceptive marketing 
practices: (1) Advertising Standards Canada (Ad Standards), (2) the Competition Bureau, (3) the Canadian Radio-television 
and Telecommunications Commission (CRTC), (4) the Canadian Marketing Association (CMA), (5) the Canadian Wireless 
Telecommunications Association (CWTA), and (6) the Mobile Marketing Association (MMA). Specialist areas and industry 
groups such as the public relations and health care industries also have regulatory bodies or associations that provide codes 
of ethics and guidelines on best practices to assist members. 
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e Advertising Standards Canada (Ad Standards) is the national, independent, not-for-profit advertising self-regulatory body 
that sets and regulates advertising standards. It uses a consumer-complaint process to review questionable ads that are 
withdrawn from the media if they contravene its guidelines and are not fixed. Ad Standards provides advice and pre- 
clearance services for advertisers but has no legal jurisdiction and does not levy fines. Detailed guidelines can be found at 
www.adstandards.ca. The magnitude of communication in social media provides a whole other challenge for marketers. 


This topic is discussed further in the Making Responsible Decisions box, (% Advertising Standards in Social Media. 1” 


Making Responsible Decisions 


Advertising Standards in Social Media 


With over 2.96 billion monthly active users worldwide, does Facebook have an ethical responsibility to ensure 
that advertising published on its site is truthful?® 


facebook 1 Hacker Way 


©Jason O. Watson (USA: California photographs)/Alamy Stock Photo 


Facebook CEO Mark Zuckerburg says no as he defends his company’s reluctance to take down political 
advertising that contains false information, likening it to censorship and saying, “What | believe is that in a 
democracy, it’s really important that people can see for themselves what politicians are saying, so they can make 
their own judgments.” 


Many of the other online social media platforms have recognized the challenges with trying to monitor political 
advertising, and X, for example, responded by banning all political advertising. This was reversed in 2023 under 
the leadership of Elon Musk. Google put limits on some political advertising but stopped short of an outright ban. 


Zuckerberg cites freedom of speech as his reason for accepting ads that contain false information.? 


In Canada and the United States, there are clear guidelines for advertising products or services such as Trident 
Gum or Weight Watchers. These acts were put in place to protect consumers from false or misleading claims. In 
Canada, the Competition Act contains “criminal and civil provisions to address false or misleading 
representations and deceptive marketing practices in promoting the supply or use of a product or any business 
interest.” Even Facebook has clear guidelines about misinformation in product advertising on the platform, which 
states that advertisers who repeatedly post false information may have restrictions on their ability to advertise on 
Facebook. 


The guidelines for political advertising have become less clear, and those guidelines seem to be more concerned 
with who is sponsoring the ads and less with the truthfulness of the content. This is becoming even more 
important as outside forces try to impact the democratic process and as social media platforms become a greater 
source of news. Since the guidelines for political advertising are less clear, social media platforms are left to 
determine their own policies. These policies are based on the principle that people should be able to hear from 
those who wish to lead them, and what they say should be debated in public. 


Since over 40 percent of Canadians admit to getting their news from Facebook, Facebook has put into place a 
system of fact-checking that uses both in-house and third-party accredited fact-checkers to validate stories that 
are posted in newsfeeds. This action recognizes that the platform is a source of news and thus has a 
responsibility to ensure that false news is not reported on the site. This same fact-checking is not used when 
accepting political advertisements for the site, which can be particularly disconcerting due to the extensive 
analytics available to advertisers that enables them to target particularly vulnerable market segments with 
messages that are not verified to be true.© 


This is an interesting dilemma as there are two ways of looking at the ethics of this issue. You could see 
Facebook as a source of news and therefore expect it to fall under the same ethical guidelines as a newspaper or 
other legitimate news source. You would then feel that taking money for false advertising would be unethical. On 
the other hand, you could take Facebook’s perspective as a social media platform and publicly traded 
corporation where it is ethical to defend the rights of free speech, avoid censorship, and create value for its 
shareholders. 


As social media evolves to an ever-important source of news, democratic governments will have to decide how 
both political and market advertising will be treated under competition laws so that companies like Facebook or X 
will not be left to decide what is “ethical.” 


Questions 
1. Do you think Facebook should ban all political advertising? 


2. Should social media platforms like Facebook be responsible for fact-checking to ensure information posted is 
accurate? 


« The Competition Bureau is an independent law-enforcement agency with jurisdiction in many areas. In the marketing 
communications area, it looks at fraudulent advertising and misleading representation to sell products, including price and 
warranty claims. Deceptive price claims and contests that do not publish the required terms and conditions are illegal and 
heavily scrutinized. To see more about the Competition Bureau, visit its website at http://competitionbureau.gc.ca. 


« The Canadian Radio-television and Telecommunications Commission (CRTC) is another government agency. It regulates the 
broadcast and telecommunications industry in Canada, including the licensing of stations. It also provides guidelines on 
Canadian content and sets limitations on the amount of advertising permitted during broadcasts. It oversees the 
advertising of alcoholic beverages and works with the Ad Standards on advertising to children. It also has jurisdiction over 
the national Do Not Call List (DNCL), which provides parameters for telemarketing in Canada. Find more about the 
CRTC at www.crte.gce.ca. 


e The Canadian Marketing Association (CMA) uses a code of ethics and standards of practice to guide the marketing 
industry in Canada on telemarketing, email marketing, mobile marketing, Internet marketing, promotional contests, 
fundraising, database marketing, and marketing to children and teenagers. It also provides guidelines on privacy issues and 


anti-spam practices. Visit www.the-cma.org for more information. 


e The Canadian Wireless Telecommunications Association (CWTA) administers the CWTA short code guidelines, a strict set 
of guidelines on pricing and practices for mobile text messaging. This includes pricing guidelines, the use of keyword 
protocols, opt-in rules, privacy requirements, and terms and conditions. To find out more about the CWTA, go to 
www.cwta.ca. 

« The Mobile Marketing Association (MMA) is a global association that sets standards and guidelines for mobile messaging, 
advertising, and promotion. It liaises with the Canadian Marketing Association to bring the best practices and ethical 
approaches in mobile marketing to marketers in Canada. For more information on the MMA, visit www.mmaglobal.com/. 


Failure to abide by marketing communication regulations can have dire consequences for marketers—campaigns may be 
forced off air, companies and individuals may be fined, and legal action can result in jail time. 


Critical Thinking for Marketing 


1. How much time do you spend weekly searching the Internet, on mobile apps, listening to the radio, watching television, 
streaming video, listening to podcasts, and reading magazines or newspapers? What are the benefits and cost of this 


behaviour to your life? 


2. What are the most impactful trends in marketing communications? 
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Summary...just the facts 


1 d ¢ Integrated marketing communications (IMC) approaches coordinate all elements of the promotional mix to 
provide a consistent message to a target audience. 


2 d e Marketing communications utilize push and pull strategies and follow a prescribed process to satisfy 
organization objectives. 


3 d ¢ The current trends impacting marketing communications include a more connected consumer, which has 
resulted in a shift to digital media from more traditional forms. 


4 d ¢ The marketing communications industry consists of the media, marketing communications agencies, 
research companies, associations, and regulatory bodies. 


« The marketing communications industry is regulated by Advertising Standards Canada (Ad Standards), the 
Competition Bureau, the Canadian Radio-television and Telecommunications Commission (CRTC), the Canadian 
Marketing Association (CMA), the Canadian Wireless Telecommunications Association (CWTA), and the Mobile 
Marketing Association (MMA). 


Key Terms and Concepts...a refresher 


Customer Advocacy Funnel 

display advertising 

earned media 

frequency 

integrated marketing communications (IMC) 
marketing communication agencies 
owned media 

paid media 

pull strategy 

push strategy 

reach 

social networks 


touch points 


Hands-on... APPLY YOUR KNOWLEDGE 


Debate Assignment Debate the following proposition: it is the responsibility of all Social Media networks to monitor and 
remove untruthful advertising from their sites. 


Instructions: 
« In pairs or in groups divide yourself up into two teams. 


e Each team should take on a position, for or against the proposition. You do not personally have to agree with the 
stance. The goal, however, is to develop arguments for that stance. 


e Each side should have an opening statement describing the basis of their argument. 


e One at a time, each side should try to refute what the other side is arguing or bring in new arguments to support their 
own case. 


« Each team should have a closing argument summarizing their stance. 


Chapter Vignette... ACTIVITY 


This chapter’s opening vignette examines Kraft Heinz integrated marketing campaign to change the packaging of hot 
dogs and buns to include ten units of each. Brainstorm other elements that you would add to the campaign to create 


additional touch points with the target audience. 
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Marketing YOU 


The marketing communications field has a number of active associations. These associations host events, hold 
workshops and provide opportunities to connect to industry professionals. Connecting to an industry association is a 
way to keep up to date on trends and new developments in the field. There are industry associations for every industry 
profession you can think of. There are international, national, provincial and city-wide associations. 

Here are a few associations that are active in the industry: 

e Canadian Marketing Association (www.thecma.ca) 

e American Marketing Association—Toronto (www.ama-toronto.com) 

e Institute of Canadian Agencies (www.theica.ca) 

e Interactive Advertising Bureau of Canada (www.iabcanada.com) 

- Association of Canadian Advertisers (www.acaweb.ca/en/) 

« BC Chapter of the American Marketing Association (www.bcama.com) 


« International Association of Business Communicators (www.iabe.com) 


Activity: 


Conduct some online research to find an industry association that you might be interested in. You can find a list of 
industry associations compiled by the Government of Canada at this link: www.canada.ca/en/environment-climate- 
change/corporate/transparency/briefing-materials/corporate-book/national-industry-organizations.html. 


Select an industry association of interest and visit the association’s website. Review the event listings and upcoming 
activities. Consider joining as a student member or volunteering either on a committee or on the day of a future event. If 
it is an option, sign up for the e-newsletter and you will receive details on events, activities and sometimes job postings, 
delivered right into your inbox. 

Choose one or more goal: 

- Attend an Event (virtual or in person) 

e Join as a student member 

e Volunteer on a committee 

e Volunteer for the day of an event 


e Sign up for the e-newsletter 


Chapter 13 
Integrated Marketing Communications—Promotiona 


Tools 


-AN burger with multiple layers of lettuce, cheese, bun, and patties. 


McDonald's Canada 


LEARNING OBJECTIVES 


Describe the promotional mix and the uniqueness of each component 
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Explore advertising design and the different types of advertising 

Describe product placement and branded entertainment as tactics within the promotional mix 
Outline the different consumer and trade sales promotional approaches 

Detail personal selling and the stages of the personal selling process 

Explain public relations and the tools used by the industry 

Explain direct response marketing 

Explain event marketing and sponsorship 

Explain the unique digital approaches used in marketing communications 

Describe social media marketing, networks, and strategies 

Explain mobile marketing, its approaches, tools, best practices, and regulations 
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CHAPTER OUTLINE 


= The Chicken Big Mac 

» Promotional mix 

= Advertising 

= Product placement and branded entertainment 
= Sales promotion and personal selling 

= Public relations, direct response marketing, and event marketing and sponsorship 
a Digital marketing communications 

= Social media marketing networks and tools 

« Social media marketing best practices 

= The mobile marketing landscape 

= Mobile marketing tools 


= Mobile marketing regulations and best practices 


CHAPTER FEATURES 


The Evolution of Product Placement 


When E.T. ate Reece's Pieces in the 1982 movie, it started the modern era of product placement 


Canadian Influencers 


From hairstyle aficionados to Indigenous fashion lovers—influencers are all over the Web. 


Spotify Wrapped Campaign Continues to Go Viral 


Spotify leverages consumption preferences to connect and share identity. 


As discussed in the opening vignette for F Chapter 12, Kraft Heinz leveraged many elements of the promotional mix to 

implement a successful IMC campaign. The company invested in a strategic promotional plan with social media, digital, 

print, and billboards to spread awareness of their cause to end uneven packaging between hot dogs and their buns. These 
are just some of the tools professionals use to meet their communication objectives. 


In this chapter, we focus on all promotional tools marketers use. We look at the McDonald's Canada launch of their 
limited time offer (LTO) sandwich: The Chicken Big Mac (CBM). In an integrative fashion, this LTO uses social media, 
out of home, television spots, and many other promotional tools to launch the new sandwich. All of these tools must 
work together for a successful integrated marketing communications (IMC) program. 


For years, Canadians have been hacking the McDonald's menu. They have curated items such as the Double Like a Mac, 
a McDouble with lettuce and Big Mac Sauce. Also the Baba Booey Burger, a McDouble and Junior Chicken sandwich 
put together. 1 


These hacks inspired McDonald's LTO: The Chicken Big Mac. Customers have been replacing Big Mac beef patties with 
chicken nuggets or chicken patties for years. In 2023, McDonald's Canada listened to its customers and created a 
sandwich customers no longer have to hack—rather, they can simply order it off the menu: the Chicken Big Mac. 


The sandwich took over two years to perfect. Toronto Chef Jeff Anderson wanted to ensure the iconic Big Mac's taste 


was well represented in the final product while also incorporating Canadian sourced poultry and dairy. He looked at 


customers hacks as a source of inspiration.” 


Before the launch of the new CBM into restaurants and into traditional media, McDonald's leveraged social media 
platforms to have one on one conversations with consumers who had previously hacked the Chicken Big Mac. 
McDonald's wanted to celebrate these people and use them as inspiration for their upcoming launch. The essence of this 
celebration was the theme for the overall CBM campaign: Celebrate the hackers who inspired the CBM. An online video 
developed by McDonald's demonstrates just this. 
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In addition to the online video and social media conversations, McDonald's has also been using the following 
promotional tools: 
e Television commercials 
e Paid Social Media 
a Facebook 
= Instagram 


=a Snapchat 


= TikTok 

= X (formerly known as Twitter) 
e Organic Social Media 

= McDonald's owned websites 

= Mobile phone app 
e Digital banners 
e Contextual advertising 

a Bus stop advertising 

a Waze 


All of these promotional tools have successfully worked together in an IMC campaign. According to McDonald's Chief 
Marketing Officer, Alyssa Buetikofer, early results show that sales have surpassed forecasts while spend is similar to other 


LTOs. A clear success for McDonald's Canada. 


reality CHECK @® 


As you read Chapter 13, refer back to the McDonald's Chicken Big Mac launch opening vignette on 
IMC to answer the following questions: 


e Why is social media such a powerful communication tool for building community and connecting 
with customers? 
e How does traditional media work together with digital and social media to create more effective 


IMC campaigns? 


Promotional Mix 
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1 | In this diverse media environment, a wide range of marketing communication 


tools are available. Marketing communication tools, also referred to as the promotional mix, 


consist of advertising, public relations, sales promotion, direct response marketing, event 


marketing and sponsorship, product placement and branded entertainment, personal selling, 


online marketing, social media marketing, and mobile marketing. |“ Figure 13-1 


summarizes the relative strengths and weaknesses of these elements. 


Figure 13-1 Strengths and weaknesses of communication tools 


Communication Tool 


Advertising 


Public relations 


Strengths 


An efficient means of 
reaching large 
numbers of people 
both online and offline 
Many affordable online 
options exist for 
marketers with small 
budgets 

Online and offline 
options can work 
together to enhance 
messaging 

Advertisers control 
messaging 

Highly credible 
messages when 
spread by the media 
Inexpensive, 
particularly when using 
social media 


Weaknesses 


Higher cost of offline 
approaches 
Difficult to evaluate 
offline approaches 
High clutter both 
online and offline 
Low credibility of 
messaging 
Viewers avoid both 
online and offline 
messaging 


Unable to control 
media messaging 
Difficult to influence 
the number of 
messages spread 
through the media 


Communication Tool 


Sales promotion 


Direct response 
marketing 


Event marketing and 
sponsorship 


Strengths 
New measurable tools 
available due to social 
media 
Can be well integrated 
into IMC programs 


Effective at increasing 
short-term sales 
Many options are 
available both online 
and offline 

Social media provides 
an affordable way to 
disseminate offers 
Results are 
measurable 

Can be well-integrated 
into IMC programs 


Messages can be 
targeted through 
online and offline 
approaches 
Facilitates customer 
relationships 
Results are 
measurable 


Small branded events 
can be used to create 
a buzz and spread viral 
messages 

Major event 
sponsorships can 
reach large audiences 
and create positive 
associations 


Weaknesses 
Results can be difficult 
to evaluate 


Fraud can occur 

Can lead to 
promotional wars 
Promotions can be 
easily duplicated by 
competitors 
Consumers may wait 
for a sales promotion 
before purchasing 
Legal regulations are 
complex 


High cost of offline and 
online approaches 
Negative customer 
reactions 

Clutter 

Requires a well- 
constructed database 
to be done properly 


Large event 
sponsorships can be 
limited to awareness- 
building messages 
Sponsorships can be 
costly and difficult to 
evaluate 

Results can be difficult 
to measure 


Communication Tool 


Product placement and 
branded entertainment 


Personal selling 


Online marketing 


Strengths 
Can be integrated into 
IMC programs 
Sponsorships can be 
carried into the online 
environment 
Buzz can be affordably 
created through 
microsites and social 
media 


Seamless product 
integration into 
programming 

Can create a positive 
association for the 
brand with a particular 
movie or TV show 


Personal interactions 
can build lasting 
relationships with 
consumers 

Online approaches 
can be used to 
enhance relationships 
An important approach 
for expensive products 
Can be used in large 
and small businesses 
Can be a strong form 
of product 
differentiation 


Allows for two-way 
communication 
Can be relatively 
inexpensive 


Weaknesses 


Can be expensive 
Product placement is 
becoming ubiquitous 


Can become 
expensive when large 
salesforces are 
involved 

Consistency in 
approach and 
messaging is difficult 
to achieve 

People may not want 
to engage 


Online message clutter 
Dependence on 
technology 


Communication Tool 


Social media marketing 


Mobile marketing 


Strengths 


Allows for two-way 
communication 
Can be relatively 
inexpensive 

Many platforms to 
select from 


Number of mobile 
users is increasing 
rapidly 

Can integrate mobile 
marketing programs 
with other promotional 
tools quite easily 


Weaknesses 


Online message clutter 
Dependence on 
technology 

Potential immediate 
negative feedback 


Mobile message 
clutter 

Dependence on 
technology 
Formatting challenges 


Advertising 


2 d Advertising is a paid form of media used for non-personal communication to 
consumers about an organization, good, service, or idea. The paid aspect of this definition is 
important because advertising space is normally purchased, with the exception of some public 
service announcements, which may use donated media. The non-personal component of 
advertising is also important since advertising involves mass media (such as TV, radio, 
magazines, some forms of online advertising), which are non-personal and do not have an 
immediate feedback loop available as does direct marketing or personal selling. 


“€ Marketers have a number of media options from which to choose. Selection is based on campaign 
objectives as well as the product, the target market, and budget constraints. ?? 


Advertising can be very expensive. A one-time, national rate for a full-page, four-colour ad in 
the hard copy of Maclean's magazine, for example, costs $19,958.4 Television ads are even 
more expensive, with average production costs running at approximately $200,000 and media 
prices running over $150,000 to run a 30-second spot during a top, prime-time, highly viewed 
TV broadcast. Media prices will vary, depending on when and where an advertiser wishes to 
run the spot. 


Designing the Advertisement 


An advertising message usually focuses on the key benefits of the product that are important 
to a prospective buyer in making trial and adoption decisions. The message depends on the 
general form or appeal used in the ad and the actual words included in the ad. 


Message Content 


Most advertising messages are made up of both informational and persuasive elements. These 
two elements are so intertwined that it is sometimes difficult to tell them apart. For example, 
basic information such as the product name, benefits, features, and price can be presented in a 
way that tries to attract attention and encourage purchase. On the other hand, even the most 
persuasive advertisements have to contain at least some basic information to be successful. 


Information and persuasive content can be combined in the form of an appeal to provide a 
basic reason for the consumer to act. Although the marketer can use many different types of 


appeals, common advertising appeals include fear, sex, and humour. 


Fear appeals suggest to the consumer that he or she can avoid some negative experience 
through the purchase and use of a product or service, a change in behaviour, or a reduction in 
the use of a product. Examples with which you may be familiar include automobile safety ads 
that depict an accident or injury; political candidate endorsements that warn against the rise 
of other, unpopular ideologies; or social cause ads warning of the serious consequences of 


drug and alcohol use. 


Insurance companies often try to show the negative effects on the relatives of those who die 
prematurely without carrying enough life or mortgage insurance. Food producers encourage 
the purchase of low-carb, low-fat, and high-fibre products as a means of reducing weight, 
lowering cholesterol levels, and preventing a heart attack. Mothers Against Drunk Driving 


(MADD) advertisements are an example of fear appeal. 


MADD advertising using fear appeal. 


MADD 


Page 285 
Page 286 


When using fear appeals, the advertiser must be sure that the appeal is strong enough to get 
the audience’s attention and concern but not so strong that it will lead them to tune out the 
message. Research suggests that overly threatening messages have a negative effect on the 


intention to adapt behaviour. In fact, research on anti-smoking ads indicates that stressing the 
severity of long-term health risks may actually enhance smoking’s allure among youth.» 


In contrast, sex appeals suggest to the audience that the product will increase the 
attractiveness of the user. Sex appeals can be found in almost any product category, from 
automobiles to toothpaste. Consumers, however, are redefining what is acceptable use of sex 
appeals. There is growing interest in positive messages about female and male roles, and views 
on gender identity are changing. 


Abercrombie & Fitch, for example, has moved away from overly “sexualized” campaigns, and 
brands such as Zara, Guess, and Mattel’s Barbie are using gender-neutral ads. Studies indicate 
that sex appeals generate a greater response than other appeals, and they increase attention by 
helping advertising stand out in today’s cluttered media environment. Unfortunately, sexual 
content does not always lead to changes in recall, recognition, or purchase intent. 


Experts suggest that sexual content is most effective when there is a strong fit between the use 
of sex appeal in the ad and the image and positioning of the brand. For example, it makes 
sense for Calvin Klein to use sex appeal since sex is inherently a major part of the brand.® 


Humorous appeals imply either directly or subtly that the product is more fun or exciting than 
competitors’ offerings. As with fear and sex appeals, the use of humour is widespread in 
advertising and can be found in many product categories. You may have smiled at the popular 
No Name advertising articulating its no frills brand humour. Loblaw, owner of the No Name 
brand, leveraged in integrated marketing communications campaign to launch its Simple 
Check line of products. These products support customers who are looking for healthy food at 
low prices. These Simple Check products do not include ten unwelcome ingredients including 
MSG, synthetic colouring, and artificial sweeteners. On X, No Name has posted messages for 
fabric softener that ensures consumers know that package includes "80 sheets not mountains" 


and that the yellow mustard is "not available in other colours."” 


You may have a favourite humorous ad character, such as the Energizer bunny, the Old Spice 
man, the or Travelocity’s gnome. Advertisers believe that humour improves the effectiveness 
of their ads, although some studies suggest that humour wears out quickly, losing the interest 
of consumers. 


Advertising Media Choices 


Marketers have a number of media options from which to choose. Selection is based on 
campaign objectives as well as the product, the target market, and budget constraints. 

Figure 13-2 summarizes the advantages and disadvantages of the major forms of 
advertising: Internet, TV, newspaper, magazine, radio, and out-of-home. These media choices 


are described in more detail in the following pages. 


Figure 13-2 Advertising options—advantages and disadvantages 


Medium 


Television 


Newspapers 


Search Engine Marketing 


Online Display 
Advertising 


Social Media Advertising 


Advantages 


Reaches extremely large 
audience, uses picture, 
print, sound, and motion 
for effect, and can target 
specific audiences. 


Excellent coverage of 
local markets, ads can be 
placed and changed 
quickly, ads can be 
saved, quick consumer 
response, and low cost. 


Measurable in real time 
and cost can be assessed 
per click. Low budget 
option. 


High targeting capability 
and helps develop 
consumer brand 
awareness. 


Can track advertising and 
target specific markets. 
Increases brand 
awareness and 
engagement. 


Disadvantages 


High cost to prepare and 
run ads, short exposure 
time and perishable 
message, and difficult to 
convey complex 
information. 


Ads compete for attention 
with other newspaper 
features, short lifespan, 
and poor colour. 


Intrusion in viewers 
regular online 
consumption flow with 
high levels of 
competition. 


Low click through rates 
and thus, low 
conversions. Ad Blocking 
limits consumers 


Allows for negative 
comments from users and 
could be disruptive to 
consumers. 


Medium 


Email Marketing 


Magazines 


Radio 


Out-of-Home 


Mobile Advertising 


Direct Mail 


Advantages 


Cost effective and 
saleable. 


Can target specific 
audiences, high-quality 
colour, long life of ad, ads 
can be clipped and 
saved, and can convey 
complex information. 


Relatively low cost, can 
target specific local 
audiences, ads can be 
placed quickly, and can 
use sound, humour, and 
intimacy effectively. 


Local market focus, high 
visibility, and opportunity 
for repeat exposures. 


Reach consumers in real- 
time wherever they are. 


High selectivity of 
audience, can contain 
complex information and 
personalized messages, 


and high-quality graphics. 


Disadvantages 


Volume can be irritating 
to users and regarded as 
Spam by email service 
providers. 


Long time needed to 
place ad, relatively high 
cost, and competes for 
attention with other 
magazine features. 


No visual element, short 
exposure time and 
perishable message, and 
difficult to convey 
complex information. 


Message must be short 
and simple, low selectivity 
of audience, and 
criticized as a traffic 
hazard. 


Frustrates some 
consumers as it interrupts 
their mobile phone 
experience. Thus, this 
could negatively harm 
brand image. 


High cost per contact and 
poor image (junk mail). 


Media choice is an important decision for a marketer to make. (ll Figure 13-3 shows where 
the majority of advertising spending is currently focused.8 


Figure 13-3 Projected advertising revenue in Canada in 2023 ($millions) 


TV 
$2,417.60 


Newspapers 
$817.70 
7% 
Magazines 
$203.30 
2% 
Outdoor 
(including cinema) 
$616.30 
5% 


Television 


Television has traditionally been a valuable medium because it communicates with sight, 
sound, and motion and gets attention from large target audiences. Digital technology now 
allows TV viewing to be flexible, whether this means watching it on the go on a smartphone or 
tablet, time-shifting to watch it in a different time zone, or using a digital recording device to 
watch a program at a more convenient time. The rapid adoption of Internet-based services 
such as Netflix offers consumers more choices. Canadian Netflix users have now surpassed 19 
million, and it is changing how consumers view TV-type programming and how marketers 


view TV as an advertising platform.” 


When TV ads are well designed and appropriately placed in the media, this tool can deliver 
very impactful and effective messages. Many TV advertisers complement their ads with other 
advertising options that meet target audiences online through online display ads or with pre- 
roll video ads that play before an online broadcast of a TV program. Marketers are aware that 
consumer behaviour is placing the effectiveness of stand-alone TV advertising into question. 


TV viewers frequently change channels during commercial breaks, and many use digital 
recording devices to watch programs at a later date. Sometimes, people prefer to watch TV 
programs online where fewer ads exist, or catch a show at another time through on-demand 
digital programming. It is estimated that by 2025, only 7 million Canadian households will 
pay local carriers for television subscriptions, with many households becoming “cord cutters,” 


people who decide to cancel TV cable or satellite and focus on online viewing, 9 


Newspapers 


The Canadian newspaper industry has undergone significant change over the last few decades, 
with a decline in circulation rates and a concerted move to digital formats. In addition, 
newspapers are challenged with lower advertising revenues in this digital age where the news is 
accessible through multiple avenues. 


However, newspapers are still an important advertising medium that are well-recognized in the 
market for providing reliable information. There are three types of newspapers: daily paid- 
circulation newspapers, free daily newspapers, and free community newspapers. In 2022, 16.1 
million newspapers were circulated per week with 63 percent being paid and the balance being 
free. Community newspapers are published either weekly or monthly and are an excellent 


media choice for local retailers and for community events. 11 
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Search Engine Marketing 


Search Engine Marketing (SEM) refers to a paid form of advertising that emerges after a 
search engine query. This is similar to Search Engine Optimization (SEO) in the sense that the 
result comes about via an online search. However, SEO ensures that websites are written, 
indexed, and coded so that they are highly rated and ranked by the search engines such as 
Google and Bing. Thus, emerging at the top of the search results in search engines. Marketers 
often work with specialists to maximize search engine optimization. 
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An Internet advertising approach pioneered by search engines and now also used by a few 
websites, blogs, and social media sites is called pay-per-click advertising (PPC). It is often 
referred to as search advertising because it primarily appears on search engines in the form of 
mini-text ads that are served during keyword searches on either the top or right-hand side of 
the search page. The search engine is paid by the PPC advertiser only when the ads are 
clicked. Pay-per-click image ads also exist on some blogs and social media sites. 


Online Display Advertising 


A popular form of online advertising, also called banner advertising, online display advertising 
refers to the rectangular banners seen at the top, sides, and bottom of a Web page. These 
banners are either static or dynamic and are useful in leading viewers to a brand's website or 
offer. 


The first form of online advertising in 1994, banner advertising uses real time bidding 
technology for brands to bid on a space in real time. The technology allows advertising to be 


seen by the right user at the right time—and the right price. 12 


Social Media Advertising 


Social media advertising allows brands to deliver content or advertising on a social media 
platform. This content is delivered using algorithms to the correct target market. Thus, 
increasing the efficiency of the advertising by ensuring people of interest are the ones that see 
the message. More on social media advertising later in this chapter in 

The Social Media Landscape. 1 


Email Marketing 


Email marketing is a mix of direct marketing and digital marketing. It allows companies to 
send informational or promotional emails to individuals on their email list. It helps to build 
relationships with customers and engage them as well. One issue with email marketing is that 


some consumers view it as spam and simply delete or unsubscribe from email lists. 14 


Coming into effect in 2014, Canada's Anti-Spam Legislation (CASL) legislates appropriate 
commerce-based messaging in Canada. The legislation requires all companies to receive 
consent from consumers before sending emails. This opt-in process is essential before sending 


any emails to customers. Not complying with CASL could lead to fines of up to $10 million. }5 


Magazines 


Magazines provide advertisers with a high-quality media environment and provide an excellent 
opportunity for advertisers to match magazines to their target market profile. In 2020, 53 
percent of Canadians accessed magazines via print only, while 15 percent accessed them 
online only via computers or a mobile device. The remaining Canadians who access 


magazines use a mix of print and digital. 1 


Magazines have adapted well to the online environment by providing added online content 
such as searchable databases, blogs, contests, and polls, as well as mobile versions that can be 
accessed on tablets and other mobile devices. As a result, almost half of all magazine readers 
are reading on a digital platform. 


Agility PR Solutions identified the top 10 Canadian magazines in 2022 by circulation. !7 

1. enRoute 

2. Sportsnet 

3. TSN 

4. TravelPulse Canada 

5. HELLO! Canada 

6. Toronto Life 

7. Maclean's 

8. Vice Canada 

9. Reader's Digest Canada 
10. Chatelaine 


Radio 


Radio revenues have been declining since since their peak of $2.03 billion in 2011. In 2021, 
Canadian radio generated $1.54 billion. This decline is forecasted to continue. Even so, radio 
is still a highly sought advertising medium as consumers are usually captive audiences. Over 
67 percent of survey respondents listen on conventional radio in their vehicles and over 

86 percent of respondents listened to radio in the past month. 


The main characteristics of radio are that it is local and has a relatively low production cost. 
This makes it affordable for both small and large advertisers. As of 2020, there were 964 total 
radio stations in Canada with 716 of them being commercial. These private commercial radio 
stations in Canada focus on specific listener interests, including news and talk, or music 
genres such as adult contemporary, country, contemporary hits, rock, classical, and oldies. 
Stations also exist for specific ethnic groups that broadcast content in foreign languages. 


Radio stations have responded to the Internet with online broadcasts, downloadable podcasts, 


apps, and blogs. 18 


Out-of-Home 


Out-of-home (OOH) advertising reaches consumers outside the home in outdoor locations 
using media such as billboards, posters, bus shelter ads, transit ads, washroom ads, and a 
variety of non-conventional methods such as aerial advertising, closed-circuit TV, electronic 
signage, and street furniture. 
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Over the last few years, this media has experienced slight increases due to its participation in 
IMC programs and the realization by marketers that this media cannot be turned off. The Out- 
of-Home Marketing Association of Canada’s latest Canadian shopper habits survey reported 
78 percent of shoppers aged 18 to 64 said they pay attention to OOH advertising. In a recent 
survey, 70 percent of Canadians take action after seeing OOH advertising. Actions included 
visiting a website, searching for more information, visiting a store, or even buying the 


product. 19 


KitchenAid matches this mixer billboard with the shifting 
colour of Toronto’s CN Tower. 


KitchenAid/Zulu Alpha Kilo 


OOH advertising includes outdoor and transit advertising. Outdoor includes billboards, back- 
lit posters, superboards (large billboards), mall posters, digital signs, video signage/displays, 
wall banners, murals, and street-level columns. Examples can be seen at Yonge-Dundas Square 
in Toronto where Canada’s first media tower dominates with 20,000 square feet of advertising 
in the form of digital billboards, full-motion video, and customized displays. It also includes 
place-based media where messages are placed in out-of-home destinations such as shopping 
malls, airports, parking lots, doctors’ offices, health clubs, gas stations, elevators, and 
washrooms in restaurants, bars, and post-secondary schools. Transit advertising refers to ads 


placed on the interior and exterior of buses, subway cars, and taxis as well as in subway 
stations and on transit shelters. 


Mobile 


Mobile advertising refers to any advertising that is viewed on a mobile device such as a 
smartphone or a tablet. Mobile advertising includes methods such as SMS campaigns or 
banner ads. Advertisements are tailored to users preferences through data mining. 


Advertising that renders on mobile devices is a rapidly growing area of mobile marketing, and 
is expected to rise to almost $17 billion in spend by 2026; 32 percent of this spending to 
expected to be on social media, 27 percent on video, and 23 percent on search. 


Research tells us that mobile ads are most effective in increasing brand awareness and 
purchase consideration. The next most common outcome when consumers click on mobile 
ads is that they are likely to make a purchase, followed by saving a page to their device, and 
adding a product to their shopping list. While consumers indicate that they are most likely to 
pay attention to TV advertisements, mobile is second, with desktop, print, and radio far 
behind. This fact also reinforces the importance of implementing a multi-device marketing 
program, since a large number of consumers use mobile devices at the same time that they are 


watching television.21 


Advertising options on mobile devices include placing displays ads on highly trafficked mobile- 
optimized websites or placing ads within third-party apps such as the Weather Network app, 
which delivers ads for many companies such as the OLG lottery. Pay-per-click mobile ads can 
also be placed around mobile search results and takeover ads, and mobile video ads can be 
created to appear as pre-roll video ads that are seen before watching a video on a mobile 
device. 


€€ Research tells us that mobile ads are most effective in increasing brand awareness and purchase 
consideration. 9? 


An example of how marketers design ads for each device to maximize their impact is the 
Weather Network website properties: 


e The Weather Network desktop site at www.theweathernetwork.com/ca hosts display ads for 
companies such as BMO, Air Canada Vacations, and Pampers that appear as banners. The 
display ads change regularly and reflect the customer’s views, browsing history, and 
interests. 
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« The Weather Network mobile site for smartphones can be downloaded from one of the app 
stores and is available in multiple formats. It has ads on its home page as you scroll further 
down the page. This ensures that ads do not interfere with the ability to quickly obtain 
current weather conditions. 


e The Weather Network tablet site focuses on weather information that needs to be 
communicated and has less space for any type of display advertising compared to the 
mobile and desktop versions. Small square display ads are interspersed with weather-related 
videos, and leaderboard-style ads are placed at the very bottom of the page. 


What is consistent across all platforms is a focus on functionality and consistent branding. 
However, the Weather Network offers a variety of advertising opportunities that best fit the 


format. 


The Weather 
K Network. 


YOUR WEATHER 
WHEN IT REALLY 
MATTERS 


DISCOVER 


The Weather Network app is very popular in Canada. 
©2020 The Weather Network Pelmorex Weather Networks 


Scheduling the Advertising 


There is no correct schedule to advertise a product, but three factors must be considered. First 
is the issue of buyer turnover, which is how often new buyers enter the market to buy the 
product. The higher the buyer turnover, the greater the amount of advertising required. A 
second issue in scheduling is the purchase frequency; the more frequently the product is 
purchased, the less repetition is required. Finally, companies must consider the forgetting rate, 
the speed with which buyers forget the brand if advertising is not seen. 


Setting schedules requires an understanding of how the market behaves. Most companies tend 
to follow one of three basic approaches: 


1. Continuous (steady) schedule. When seasonal factors are unimportant, advertising is run at a 


continuous or steady schedule throughout the year. 


2. Flighting (intermittent) schedule. Periods of advertising are scheduled between periods of no 
advertising to reflect seasonal demand. 


3. Pulse (burst) schedule. A flighting schedule is combined with a continuous schedule because 
of increases in demand, heavy periods of promotion, or introduction of a new product. 


For example, products such as breakfast cereals have a stable demand throughout the year and 
would typically use a continuous schedule of advertising. In contrast, products such as snow 
skis and suntan lotions have seasonal demands and receive flighting-schedule advertising 
during the seasonal demand period. Some products such as toys or automobiles require pulse- 
schedule advertising to facilitate sales throughout the year and during special periods of 
increased demand (such as holidays or new car introductions). 


Some evidence suggests that pulsing schedules are superior to other advertising strategies.22 


In addition, research indicates the effectiveness of a particular ad wears out quickly; therefore, 


many alternative forms of a commercial may be more effective.23 


More information on mobile advertising will be discussed later in this chapter in 
(4! The Mobile Marketing Landscape.24 


Critical Thinking for Marketing 


1. Imagine you are about to launch a new spin on the McDonald's chicken sandwich. What 
sandwich would you launch? What mix of advertising tools would you consider using? 
Why? 

2. Imagine you are a paper towel company. You are targeting couples in their 80s. What mix 


of advertising tools would you consider leveraging? 
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Product Placement and Branded Entertainment 


3 p The fact that consumers avoid TV ads by muting the sound, changing the channel, or forwarding through their 
recordings is encouraging marketers to include products in TV shows and movies. This can be done through product 
placement, the inclusion of a product such as a soft drink in a movie or TV program, or the creation of an entire movie or TV 
episode around a brand, which is referred to as branded entertainment. When Ikea pays to have its furniture featured in a 
scene of Deadpool, this is an example of product placement. The Lego Movie and The Super Marios Bros. Movie are examples 
of branded entertainment. The Marketing Matters box, (% The Evolution of Product Placement, looks at one of the most 
valuable instances of product placement, Reese’s Pieces in E.T., through to current product placement in Netflix 


programming.2> 


Marketing Matters 


The Evolution of Product Placement 


In 1981, when Steven Speilberg was making the movie E.T., the producers were looking for a brand to use in the 
scene where Elliott lures E.T. out with small candies. The Mars company, with M&Ms, was originally approached 
and turned down the opportunity. The Reese’s company was approached instead, luckily for them. E.T. was 
released in 1982 and outperformed Star Wars. Sales of Reese’s Pieces increased due to the successful 
collaboration in which Reese’s agreed to include E.T. in $1 million worth of advertising to promote the movie. For 
this investment, it is estimated that Reese’s Pieces received over $15 million worth of exposure. This story marks 
the beginning of the modern era of product placement. 


©2014 Hershey Community Archives 


One of the classic benefits of subscribing to a streaming video service is the lack of commercial interruptions. 
Netflix has seen increased viewership, especially in the Millennial segment. Viewers have moved away from 
traditional broadcast television to a monthly subscription to Netflix. However, Netflix recently added a lower 
subscription price with commercials added to the stream. Customers can now choose if they want to pay a 
premium subscription for content without commercials or not. The competition is increasing with Amazon Prime 
Video, Peacock, Apple TV, Disney Plus, and many others entering the market. 


Netflix has been very successful in producing original content, but this creativity requires additional revenue to 
fund growth. According to Greg Isaacs, chief product and marketing officer at Branded Entertainment Network, 
more than 70 percent of Netflix shows contain some product placement. In just the fourth season of Stranger 
Things, Netflix generated $27.4 million in revenue. The season finale itself had 35 different brands, bringing in 


$73 million in revenue.® 


Examples of brands using product placements vary from show to show: 


Figure 13—4 Netflix shows and brands that have used product placement 


Netflix Show Brands Featured 
Stranger Things e Coca Cola 
e Sony 
e Reebok 
Wednesday « Apple 
e Taco Bell 


Sense 8 « HP 


Netflix Show Brands Featured 
e Porsche 


Sex Education e Casio 
e Nike 


Another cool development is tech that provides on-demand product placements targeted at individuals in the 
audience. A company called Ryff would provide each viewer with a unique experience, where the placements 
can be tailored to the audience, show, time of day, and geographic location, and would run seamlessly 
throughout the streamed video. 


Have you noticed a proliferation of Pop-Tarts in the shows that you have been watching? Or seen oddly flavoured 
Pop-Tart memes show up in your Instagram? Even Deadpool 2 had a scene with the dreaded unfrosted Pop-Tart. 

This is all part of the constantly evolving Pop-Tart strategy to appeal to its teenage audience by being integrated 

into pop culture. 


Pop-Tarts have a long history of being in TV shows like Seinfeld, movies like Elf, and in the Netflix original show 
Daybreak. Like the other brands that we are seeing embedded in streaming videos, Pop-Tarts marketing 
understands the importance of reaching the right people in order for the brand to have relevance and success. 


The mutual benefit to the streamers and the brands using product placement is evident in the increased sales 
and positive brand attitudes that are created. 


Questions 
1. What is the benefit of product placement for both the company selling the product and producers who are 
being approached to use it? 


2. What other product placement opportunities are there for Netflix? 


Sales Promotion and Personal Selling 


4 d Sales promotion is a communications tool that provides short-term incentives to 


generate interest in a product or cause and encourages purchase or support. 


There are two basic types of sales promotion: (1) consumer promotions and (2) trade 


promotions. Consumer promotions are short-term marketing tools used to encourage 


immediate consumer purchase. They include incentives such as coupons, premiums, 


contests, sweepstakes, samples, loyalty programs, rebates, bonus packs, and point-of- 


purchase materials, which are outlined in [F Figure 13-5. 


Figure 13-5 Consumer promotions—short-term tools to incent immediate purchase 
Consumer promotions are an effective way to increase short-term sales. 


Promotional Tools 


Coupons 


Premiums 


Contests 


Sweepstakes 


Samples 


Loyalty programs 


Rebates 


Definition 
Price reductions offered in exchange for electronic or 
paper documents. Can be distributed online, via mobile 
application, on-pack, through flyers, or on shelf. 
Offers that provide merchandise for free or at a 
significant savings in exchange for proof-of-purchase of a 
product. 


Offers where participants require a skill to win a prize 
such as creative submissions. 


Offers which are pure games-of-chance and where 
consumers often participate by completing an entry form 
and, if selected as a winner, answering a skill-testing 
question. 

The provision of free products to encourage consumers 
to try and purchase a product. 

Programs that encourage and reward customers for 
ongoing purchases with points that can be redeemed for 
rewards. 

A price reduction supplied via mail in exchange for proof- 
of-purchase. 


Promotional Tools Definition 


Bonus packs/special The provision of oversized packs or bonus items 


packs attached to the original product. 

Point-of-purchase The use of in-store merchandising such as display 

materials materials, banners, floor decals, and posters to draw 
attention. 


Consumer Promotions 


McDonald’s Monopoly game has been one of Canada’s most successful consumer 
promotions for over 35 years. The promotion is a result of a partnership between 
McDonald’s and Hasbro, building on the popularity of the Monopoly board game. 
Consumers collect Monopoly properties as they purchase McDonald’s products and use the 
properties to win prizes. Despite the promotion tarnished with fraud exposed in a Netflix 
documentary, and the 2020 promotion postponed due to the coronavirus, the promotion is 
still going strong. It now has a stronger online component and leverages social media, in-app 


redemption, and YouTube to highlight real-time winners of prizes to consumers.2° 


McDonald’s Monopoly game has been a successful 
consumer promotion in Canada for 30 years. 
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Mobile Sales Promotional Tools 


Sales promotions provide short-term incentives for people to interact with brands whether 
through a discount, an offer, or another form of engagement. These elements can be 
communicated through the advertising approaches mentioned above, but in the mobile 
space, other more direct tools can encourage engagement and interaction. In the sales 
promotion space, mobile marketers can use mobile messaging, matrix 2D barcodes, and 
proximity marketing approaches. Common examples include text message alerts, app 
notifications, and various mobile downloads (mobile coupons, wallpapers, ringtones, and 


games). 
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Mobile Messaging 


Mobile messaging comes in four main forms. There are (1) common short codes (CSC), (2) 
short messaging services (SMS), (3) multimedia messaging services (MMS), and (4) email 


messaging. 


Common short codes (CSC) are dedicated short messaging codes of typically five to six digits 
that trigger subscriptions, donations, alerts, downloads, or the ability to access promotional 
content. Mobile marketers often use these codes in conjunction with keywords to involve 
consumers in a program. CSC numbers are provided by the Canadian Wireless 
Telecommunications Association (CWTA). There are numerous examples of CSC programs 
in Canada, such as BMO, which offers mobile alerts for any abnormal transactions on your 
bank account. Many charitable foundations also use CSC programs in Canada to raise 
funds. For example, a person can text the word SUPPORT to the number 45678 to donate 
$10 to March of Dimes Canada, and this amount is then added to their mobile phone bill. 


€€ CSC programs in Canada must abide by the Canadian Wireless Telecommunications 


Association guidelines. ?? 


In terms of guidelines, all CSC programs in Canada must abide by the Canadian Wireless 


Telecommunications Association guidelines, which are discussed later in this chapter. 


Short messaging services (SMS) and multimedia messaging services (MMS) are mobile 
communication approaches that allow marketers to send text messages or multimedia 
messages that contain graphics, video, or audio to an opted-in customer’s mobile device. 
Customers must opt in to SMS/MMS programs to receive ongoing communication that 


might include, among other things, text message alerts, offers, discounts, or coupons. 


Airlines, such as Air Canada, regularly communicate flight information and check-in options 


to customers via SMS text. 


Mobile email is an important tool in a mobile marketer’s arsenal. Mobile devices are 
personal communication gadgets, and retrieving and sending emails is widely used on these 
devices. As mentioned earlier in the chapter, while the overall use of apps has stagnated, app 
use for reading emails is still growing. When designing emails, marketers must consider that 
an email may be viewed on a desktop, a laptop, a tablet, or a cell phone, which may render 
emails differently. Email marketing communications can be deployed by using email service 
providers that provide analytics on open rates, forward rates, bounce rates, and clicks. These 
metrics allow marketers to test different subject lines, headlines, and content so that, over 
time, the most effective email campaigns are deployed. When using email campaigns, 
marketers must adhere to Canada’s anti-spam legislation and other marketing regulations as 
outlined in È! Chapter 2. 
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Matrix 2D Barcodes 


A matrix 2D barcode is a two-dimensional square or rectangular response code that, when 
scanned by a mobile barcode reader or app, provides additional information, launches 
websites, prompts downloads, or sends SMS or email messages. A popular brand of matrix 
2D barcode is the QR code. 


€€ 4 popular brand of matrix 2D barcode is the OR code. ?? 


Matrix 2D barcodes can be placed on flat surfaces such as print ads, posters, business cards, 
or even at the bottom of TV screens so that they can be scanned by mobile devices. The use 
of QR codes was ubiquitous when smartphones were first brought to market. Spotify 
launched a program whereby the customer could create a customized greeting card with a 
QR code printed on the card. When the recipient scanned the QR code with a mobile 


device, he or she would be able to enjoy a mixtape playlist selected by the card giver. 


Columbia Sportswear integrated QR codes into its corporate social responsibility campaign 
by including a QR code on reused or recycled packaging. When customers purchased a 
Columbia product online, they were asked whether they would like a new or reused box. If 
the customer selected reused, the product was delivered in a box with a QR code that has 


compiled all of the information regarding where this box had been, creating an interesting 


historical narrative in words and pictures. Eco-conscious customers loved the program, and 


it gained international attention.2/ 


Proximity Marketing 


Proximity marketing is the local distribution of marketing content to mobile devices that 

have opted in at a specific geolocation. A shopping mall may use proximity marketing to 
provide mobile coupons to shoppers who are using its free Wi-Fi network. A local coffee 
shop may use Bluetooth technology to invite people in the immediate vicinity to come in 


and try a new coffee. 


Proximity marketing can be implemented using a number of different technologies such as 


Bluetooth beacons, near field communications (NFC), geofencing, and Wi-Fi. 


e Bluetooth, or low-power radio waves, are transmitted though beacons and wirelessly 
transfer text, images, and audio or video data through a local hotspot to Bluetooth- 
enabled and -activated devices. Research estimates that 2024 will see 6 billion Bluetooth 


device shipments with this number increasing in years to come.28 


e Near field communications (NFC) is the two-way radio communication between 
smartphones and smartphone-type devices that can transfer images and documents, or 
handle monetary transactions when the two devices touch or are within a few inches of 
each other. Unlike beacons, you cannot send push notifications with NFC, and it has a 
short range. The mobile wallet app Android Pay is an example of NFC. NFC approaches 
are used at industry events and conferences where NFC-enabled mobile devices can tap a 
centrally located hotspot to download complementary white papers, research studies, or 


speaker information. 


e Geofencing uses global positioning systems (GPS) to trigger an event to happen when a 
device enters a certain geographic area. 
e Wi-Fi hotspots can be set up with free Internet access, and once customers log in to use 


the free Wi-Fi, they can be sent location-specific content.2? 


Near field communications. 


©Artur Marciniec/Alamy Stock Photo 


Proximity marketing also includes mobile check-in services and mobile discovery apps that 
provide consumers with offers from local merchants. Mobile check-in services are when 
consumers check into locations using apps such as Foursquare or Yelp to post their 
whereabouts and then receive offers from local merchants on their mobile devices. Mobile 
discovery refers to the use of mobile apps such as Google Maps, Yelp, or Zomato to find 
local services that are rated in the area. 
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Trade Promotions 


Trade promotions are short-term promotional tools used to generate support with 
wholesalers, distributors, or retailers. Common approaches include trade shows, trade 


allowances and discounts, and co-operative advertising (see i Figure 13-6). 


Figure 13-6 Trade promotions 
Trade promotions are often required to encourage retail support. 


Trade Promotional 
Tools Definition 


Trade shows Participation in industry events that showcase new 
products and initiatives. 


Off-invoice A price reduction taken off the invoice of a purchase that 
allowances is made within a specific time frame. 


Trade Promotional 


Tools Definition 
Merchandising A price reduction taken off a purchase in return for 
allowances displaying the product. 
Co-op advertising The contribution of funds for inclusion in a wholesaler, 


distributor, or retailer advertising program such as a flyer. 


Critical Thinking for Marketing 


1. What types of consumer promotions are available to marketers? 
2. How do trade promotions differ from consumer promotions? 


3. What trade promotional tools are available to marketers? 


Personal Selling 


LO 5 y Personal selling involves the two-way flow of communication between a buyer 
and seller, often face-to-face or facilitated through communication devices, to influence an 
individual or group purchase-decision. Unlike advertising, personal selling is usually face-to- 


face communication, although telephone and electronic communication is also used. 


Personal selling plays a central role in many industries. 
©Rob Melnychuk/Getty Images 


Sales positions include account management positions, manufacturing sales personnel, real 
estate brokers, stockbrokers, and salesclerks who work in retail stores. In reality, virtually 
every occupation that involves customer contact has an element of personal selling with the 


salespeople representing the company. 


The personal selling process consists of six stages: prospecting, pre-approach, approach, 


presentation, close, and follow-up, as detailed in LLS Figure 13-7. 


Figure 13-7 Stages and objectives in the personal selling process 


Stage 


1. Prospecting 


2. Pre-approach 


Objective 


Search for and qualify 
prospects 


Gather information and 
decide how to approach 
the prospect 


Comments 


Start of the selling 
process; prospects 
generated through 
advertising, referrals, and 
cold canvassing 


Information sources 
include personal 
observation, other 
customers, and company 
salespeople 


Stage 
3. Approach 


4. Presentation 


5. Close 


6. Follow-up 


Objective 
Gain prospect’s 
attention, stimulate 
interest, and make 
transition to the 
presentation 


Begin converting a 
prospect into a customer 
by creating a desire for 
the product or service 


Obtain a purchase 
commitment from the 
prospect and secure a 
customer 


Ensure that the customer 
is satisfied with the 
product or service 


Comments 
First impression is 
critical; gain attention 
and interest through 
references to common 
acquaintances, a referral, 
or product demonstration 


Different presentation 
formats are possible; 
involving the customer is 
critical; responding to 
objections is key; a 
professional ethical 
approach is needed 


Salesperson asks for the 
order; different 
approaches include the 
trial close and 
assumptive close; trial 
close can be used at any 
stage 


Resolve any problems 
faced by the customer to 
ensure customer 
satisfaction and future 
sales possibilities 


Critical Thinking for Marketing 


1. What is the major difference between advertising and personal selling? 


2. Which promotional tools can generate immediate responses? 


3. What are the stages in the personal selling process? 
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Public Relations 


6 d Public relations is an area that is increasingly used by marketers to deliver 
messages to consumers. While advertising may be viewed with suspicion, messages that 
come through a third party, such as the media, are often seen as more reliable and credible. 
In addition, for marketers with small budgets, public relations efforts can be a more 


affordable way to communicate with a wide audience. 


Public relations is a communications tool that seeks to influence the opinions and attitudes 
of target groups through the use of unpaid media exposure. Public relations professionals 
build relationships with the media and stakeholders and use tools such as press releases, 
social media releases, press kits, news conferences, and events to spread the word. Public 
relations specialists target the media in an attempt to generate positive publicity for a 
company, product, or individual. Public relations can also take the form of crisis 


management and image management. 


Crisis management can be an important aspect of public relations, as seen with various 
incidents over the last few years that have severely impacted people’s lives and forced 
companies to answer to the public outcry. Public relations professionals, well-versed in crisis 
management, help companies navigate these difficult circumstances by advising on what 


strategies should be followed to rectify situations and salvage a company’s image. 


An example worth noting is that of Coca-Cola, which came under fire when it was 
uncovered that it had funded research downplaying the role that diet plays in obesity. As 
part of a partnership with the Global Energy Balance Network, funded by Coca-Cola, 
research was conducted that attempted to attribute obesity to lack of exercise. After this 
partnership was exposed by the media in Canada and the United States, Coca-Cola needed 


to deal with this corporate crisis by responding to its critics. 


When a crisis occurs within an organization, response must be rapid, with the CEO leading 
the charge. The organization needs to take responsibility and acknowledge any wrongdoing 
with transparency. It is also very important for the organization to present an action plan of 


next steps to confirm its commitment to rectifying the situation. 


Coke did all of these things. Within a couple of days, the chief technical officer at Coca-Cola 
responded with a letter to the editor of USA Today, and this was followed by an editorial in 
the Wall Street Journal by Coca-Cola’s then CEO Muhtar Kent. Coca-Cola acknowledged 
that some of the decisions it had made to fund research and health programs were confusing 


to the public and created mistrust. 


The company committed to more transparency in future and reinforced that both diet and 
exercise play an important role in combating obesity. Coca-Cola also committed to 
establishing an oversight committee of external experts to review any future research 
activities. By all accounts, Coca-Cola managed to handle this crisis in a professional 


manner, which reinforced its commitment to its customers. 90 


66 Crisis management can be an important aspect of public relations. ?? 
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It is important to understand that while public relations efforts can yield positive results, 
ultimately the media decides if, what, and when it may spread a message about a company, 
brand, or individual. Publicity is a non-personal form of communication that appears in the 
media and is not paid for directly by the organization. The publicity is not controlled by the 


company itself, and the company has no control over what is discussed. 


Public Relations Tools 


Public relations activities need to be ethical and integrated into marketing communications 
efforts. Several tools and tactics are available for marketers, including press releases, press 
conferences, special events, and company reports. Social media releases and social media 
initiatives are relatively new tools that can come under the guise of public relations. Let’s 
look at the tools. 


Press Releases 


One of the most frequently used public relations tools is the press release, an announcement 


written by the organization and sent to the media. 
Press Conferences 


Another commonly used publicity tool is the press conference, when representatives of the 


media are invited to an informational meeting with the company. Advance materials and 


press releases are often distributed ahead of time and external experts and/or executives 


from the company are present. This tool is often used during crisis management situations. 
Special Events 


This growing area of public relations involves the creation, support, or sponsorship of 
special events such as company-sponsored seminars, conferences, and sporting or 
entertainment events. The goal of these events is to create a forum to disseminate company 


information and to create positive brand associations for participants or viewers. 
Company Reports 


Formal company information that is published in annual reports, brochures, newsletters, or 


videos are also public relations tools that help spread positive messages. 
Social Media Releases 


A social media release is a tool available for marketers to efficiently and effectively 
communicate information to the media and the public. Unlike press releases, which exist 
online and offline with mainly text-based information, social media releases use online 
multimedia to communicate with recipients. Video, images, and text are included in online 
releases, with comment areas and share buttons so that readers can easily share the release 


on blogs or social networks such as X and Facebook. 


Critical Thinking for Marketing 


1. What are the advantages and disadvantages of using public relations? 
2. What is a social media release? 


3. What role do press conferences play in public relations? 


Direct Response Marketing 


7 y Direct response marketing is a tool designed to communicate with consumers in 
a targeted and personalized way using either traditional or online approaches. In addition, 
unique to direct response marketing is the inclusion of a call to action for consumers.” 1 In 


many instances, a direct response marketing program is multifaceted and designed with 


short-term communication blasts to build long-term relationships with the company and 


brand loyalty. 


Offline approaches include direct mail, catalogues, telemarketing, and direct-response 
advertising on TV, radio, or print, where telephone numbers or web addresses drive an 
immediate call to action. Online approaches look to the Internet to facilitate one-on-one 
interactions and use tools such as email campaigns and social media interactions to drive 
consumers to landing pages, websites, or microsites. In many instances, offline and online 
direct response approaches work together to encourage consumers to go to a store or an 


ecommerce site to complete a transaction. 


Direct response marketing programs use metrics to evaluate success, such as business leads, 
traffic generation, and direct orders. Lead generation is the resultant request for additional 


information. Traffic generation is the resultant visit to a location or website. 


Although much direct marketing focus has shifted online, mailers, those direct mail pieces 
sent to consumers via mail still have their place. As consumers are overloaded by digital 
media, receiving an enticing piece of mail helps combat this overload—especially since the 
amount of mailers being sent out has lessened. Thus, any mailer has a higher chance of 
sticking out. Cheaper production costs has also made personalization possible and thus 


targeting specific segments with personalized messages is easier than ever.> 2 
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Email Marketing 


Email marketing includes the use of opt-in email lists where consumers register and give 
permission to receive online communications. The Canadian Marketing Association (CMA) 
strictly advises members not to use spam. Permission-based email is when a recipient 
chooses to receive email from a marketer, while spam is unsolicited email that clutters the 
Internet. The use of email marketing by Canadian marketers continues to grow. It was 
initially thought that the introduction of tougher anti-spam laws would severely limit the use 
of email communication. However, marketers are finding that they have better quality email 


lists to work with. 


Event Marketing and Sponsorship 


8 d Event marketing refers to the creation or involvement of a brand in an 
experience or occasion that heightens its awareness, creates positive associations, and 
generates a desired response. Experiential marketing, introduced in (“ Chapter 1, can be 
based around an event, but it often combines public relations, event marketing, and 
promotions to break through the clutter of competing marketing messages. Event marketing 
and sponsorship often go hand-in-hand with brands lending their names to established 
events. Companies often weave event marketing into integrated campaigns to make 


connections with consumers and create a buzz. 


Sponsorship involves a company paying a fee in exchange for inclusion in an event, 
involvement in its advertising opportunities, or exposure within the event itself. Sponsorship 
programs can encompass a multitude of approaches that range from placing ads or logos in 


brochures, to setting up banners at events, to the naming of the event itself. 
6€ Companies often weave event marketing into integrated campaigns. ?? 


In 2023, TELUS was announced as the front-of-jersey sponsor for the Vancouver Whitecaps 
FC, replacing Bell, the original sponsor of the team's jerseys. Featuring prominently on the 
front of the team's jersey, TELUS is integrating its BC roots with a local BC soccer club. 
Not only placing their names on jerseys, TELUS is also the co-presenting sponsor of the 
club's Community Soccer Experience. This partnership supports the goals of both 
organizations to "build stronger, healthier communities and help those who need our 


support,” according to Whitecaps CEO Axel Schuster.2? 


TELUS sponsors the Vancouver Whitecaps' jersey. 
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Digital Marketing Communication 


Digital marketing communication tools are the most rapidly evolving areas in marketing, and a marketer needs to understand 
how consumers and marketers use them to stay connected and engaged. One of the first touch points that a brand may have 
with a consumer is through its website, where a consumer may go to find out more about a product or company. Consumers 
connect with each other and with brands using social media, whether this is with Facebook to locate an offer or with X to 
lodge a complaint. Mobile platforms are often used by consumers to reach out on social networks, checking statuses and 
posting updates to share with friends throughout the day and on the go. Marketers in turn connect brands with consumers 
on these networks and use mobile marketing approaches to reach consumers on their mobile devices. 


Online Marketing Tools 


9 d The Internet has a number of unique online tools that marketers use to engage individuals—namely, websites and 
microsites, search engine marketing, influencer marketing, word-of-mouth marketing, social media marketing, and mobile 
marketing. 


Websites 


When it comes to websites, their design and content is central to successful ranking on search engines, which facilitates 
discovery by consumers. Content needs to be fresh and frequently updated. Many websites include blogs as a means of 
routinely adding fresh new content. Visual website appeal is also important. Consumers decide to click on a web page within 
seconds; therefore, content and visual appeal need to work together to present an appealing proposition. Websites can be 
transactional, promotional, or both. Transactional websites were discussed in F Chapter 10. They are essentially electronic 
storefronts focused on converting an online searcher into an online buyer. Promotional websites focus on showcasing 
products and services. 
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Microsites are promotional websites created to showcase a specific brand or for short-term promotional purposes, often 
providing consumers with the ability to enter contests and access promotional offers. TurboTax Canada, an Intuit brand, 
provides Canadians with software and expertise to file their yearly income taxes. In 2023, they developed a microsite for a 


sweepstakes where customers could apply for a chance to win eight one-thousand dollar prizes. Corporate websites are 


important destination sites for consumers and the media that want to quickly access company and product information.>4 


Websites often form the foundation of a company's or brand’s digital marketing strategy, providing links to social media as 
well as sign-up pages for newsletter and email communications. 


66 Microsites are promotional websites created to showcase a specific brand or for short-term promotional purposes.?? 
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Search Engine Marketing 


Search engine marketing (SEM) is an Internet marketing approach that includes two areas: (1) search engine optimization 
(SEO) and (2) pay-per-click advertising. See Search Engine Marketing earlier in this chapter. 


Influencer Marketing 


Social media have changed how marketing communications are targeted and have spurred the emergence of influencer 
marketing. Influencer marketing is the practice of focusing on the identification and recruitment of influencers to advocate a 
company’s products, services, and brands rather than focusing exclusively on prospective buyers. 


Tanisha Cherry, a Canadian lifestyle, beauty, and fashion influencer, can be found at tanisha.cherry on Instagram. She has 
racked up almost sixteen thousand followers. Her posts focus on beauty brands, reflections on her childhood, and her day-to- 
day life. Her carefully curated content allows for strong relationships to be formed between her and her followers. 


Influencer marketing is based on the concept of personal influence; namely, a consumer’s purchases are often influenced by 
the views, opinions, or behaviour of others (see Chapter 3). Influencer marketing applies this behavioural concept to 


social media in the presence of social networks and user-generated content. A perfect marriage! 


The identification of influencers on social media is based, in large part, on the number of followers an influencer has on 
social networking sites such as Facebook, Instagram, X, TikTok, and YouTube. The number of followers, in turn, is often 
attributed to an influencer’s perceived credibility, knowledge, authenticity, and reliability in providing relevant content to his 
or her audience. In short, social media influencers are trusted by their followers. 


The recruitment of social media influencers involves partnering with individuals who are willing and able to effectively 
engage their followers with a product, service, or brand. These influencers are often compensated. They are paid outright, 
given free products or services, and reimbursed for their expenses in creating and posting content. Seventy-five percent of 
bakes gia aaa have a budget for influencer advertising with a global size of influencer marketing reaching $16.4 billion 
in 2022. 


Social media influencers exist within specific categories. For example, the Kardashians (Kim, Kourtney, and Khloe) and 
Jenners (Kris, Kylie, and Kendall) are prominent influencers in the fashion, fitness, entertainment, beauty, and pop culture 
categories. Their combined worldwide social media followers likely exceed 1.2 billion followers. The Marketing Matters box, 


LES Canadian Influencers, introduces some influencers in Canada.>° 


Marketing Matters 


Canadian Influencers 


With all of the changes in the media landscape, an interesting trend has emerged in the social media arena, and 
that is the power of influencers on both a macro and micro level. So how can an influencer help build a brand? 
According to Marketing Hub, an influencer is someone who has: 


e The power to affect the purchasing decisions of others because of their authority, knowledge, position, or 
relationship with their audience; and 


« A following in a distinct niche, with whom they actively engages, the size of which depends on the size of their 
topic of the niche. 


It is important to note that these individuals are not merely marketing tools, but rather social relationship assets 
with which brands can collaborate to achieve their marketing objectives. 


The great thing about influencers is that they already have a following of people who like and trust them, and with 
the right relationship, that trust can be also connected to brands that they like and promote. It is difficult to create 
a large following on social media from scratch, so aligning with like-minded influencers can help you reach your 
target audience more effectively. 


The online marketing metrics are driven by the conversion rate of customers, which basically means how we 
persuade our potential customers to move from being interested in our product or service to actually purchasing. 
To be successful in driving conversions, you must have a combination of brand awareness, brand trust, and 
urgency. The right influencers help to create brand awareness and trust in their loyal followers; arming those 
influencers with a promo code or information about upcoming events provides the urgency. 


Influencers also help with the heavy lifting of having an online presence as they provide the brand with additional 
unique content, improve the search engine rankings, expose the brand to new markets, and increase lead 
generation. In order to get these benefits from this emerging marketing tool, it is vital that brands partner with 
influencers that strongly align with the brand image and target market. 
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Audrey-Anne Jean providing a how-to for her hairstyle. 
Audrey-Anne Jean/Shine Talent Group 


Audrey-Anne Jean (@audreyanne)), originally from Quebec, is a hairstyle influencer now living on Prince Edward 
Island. She has a large following on Instagram, approaching 1 million followers and over 540,000 on TikTok. 
Audrey Anne has worked with a variety of brands, showcasing her unique style and providing how-to's for 
hairstyles, including looks for the spring and for picnics. 


In 2023, the influencer partnered with Nexxus, a Unilever hair product company with lines of shampoo, 
conditioner, treatments, and many more, sold at Shoppers Drug Mart. This brand collaboration fits with Audrey- 
Anne's quality hair care focus. 


Another interesting use of influencers and collaboration is demonstrated with the @indigistyle initiative created 
by Indigenous fashion lovers Gabrielle Fayant and Dani Lanouette. Being really interested in fashion, they created 
@indigistyle as a platform to encourage and support Indigenous designers and help them create a greater online 
presence. They also work alongside another Indigenous fashion blogger Andrea Deleeuw, working together as a 
collective to make space for Indigenous values, community, and bloggers. 


Indigenous fashion lovers Gabrielle Fayant and Dani Lanouette. 


Courtesy of Gabrielle Fayant and Dani Lanoueutte 


“It's almost like a fan page to hype up the artists and brands that we buy from and that we really love,” said 
Gabrielle. 


To create buzz, the #Indigistyle Challenge was created to lift spirits and showcase Indigenous style. Participants 
were encouraged to post different types of fashion items on different days through the seven-day challenge 
period. Future plans have the platform showcasing specific designers, having contests, and providing intel on 
special designer drops happening throughout the year. Working together to create trust, interest, and buzz 
around Indigenous fashion and the @indigistyle brand will also create opportunities for the team to widen their 
sphere of influence into the wider fashion market, improving the reach and creating more opportunities for 
buyers and sellers of these unique items. 


Thoroughly investigating the content of any interesting influencer to check on alignment with your brand values 
and audience is much more important than just picking the person with the most followers or likes on their sites. 
With a well-aligned choice of social media influencers on your brand’s side, you can build trust, content, and 
urgency with new markets that find your networks and optimize searches. 


Questions 
1. What is an influencer? 


2. What are important considerations when choosing an influencer for your brand? 


Word-of-Mouth Marketing 


Word-of-mouth marketing is based on the spread of positive messages about a product by listening to consumers, identifying 
influential individuals who can spread the word, and making it easier for them to do so. Word of mouth marketing drives six 


trillion dollars of consumer spending and 13 percent of total consumer sales.2/ 
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Word-of-mouth communication works on several levels. On a viral level, it tries to create buzz through social media that 
seeds fun and interesting messages, many times with influential people who spread the word. On an influencer level, it 
identifies key communities, opinion leaders, and product advocates who get personally involved with the brand and have the 
ability to influence others.28 On a professional level, official referral programs may be put in place to reward satisfied 
customers who refer the brand to friends and contacts. 


The Social Media Landscape 


yop Defining social media is challenging, but it’s necessary to help a brand or marketing manager select the right 
platform. This section defines social media, classifies social media, and describes why and how social media have 
transformed marking communications. 


What Are Social Media? 


This section defines social media and classifies the countless social media available to assist marketing managers in choosing 
among them. 


Defining Social Media 


Social media represent a unique blending of technology and social interaction to create a communal experience and personal 
value for users. Social media are online media where users submit comments, photos, and videos—often accompanied by a 
feedback process to identify popular topics. Most social media involve a genuine online conversation among people about a 
subject of mutual interest, one built on their personal thoughts and experiences. However, other social media sites involve 
games and virtual worlds in which the online interaction includes playing a game, completing a quest, controlling an avatar, 
and so on. Business firms also refer to social media as consumer-generated media. A single social media site with millions of 
users interacting with each other, like Facebook, X, and LinkedIn, is referred to as a social network. 


The next-generation Web, Web 3.0, will be customized to each individual. 
Read the text to learn how! 


©Wright Studio/Shutterstock 


The term social media is sometimes used interchangeably with the terms Web 2.0, Web 3.0, and user-generated content— 
concepts that are the foundation of today’s social media. Web 2.0 and Web 3.0 identify technological functionalities that 
make possible today’s high degree of interactivity among users. Web 2.0 includes functionalities that permit people to 
collaborate and share information online. Web 3.0 includes additional functionalities that allow personalization and 
customization to each individual based on location, interests, and needs. It integrates new features such as cloud computing, 


big data, the Internet of Things, security solutions, and privacy protection.2? 


User-generated content (UGC) refers to any form of online media content that is publicly available and created by consumers 
or end users. The term user-generated content (also referred to as consumer-generated content) includes video, blogs, 
discussion forum posts, digital images, audio files, and related content. To qualify as UGC, content must satisfy three basic 


criteria:40 


1. It is published either on a publicly accessible website or on a social media site, so it is not simply an email. 


2. It shows a significant degree of original or creative effort, so it is more than simply posting a newspaper article on a 
personal blog without editing or comments. 


3. It is consumer generated by an individual outside of a professional or commercial organization. 


Ninety-three percent of marketers believe that UGC is more trusted than content generated by brands. Thus, it is more 


effective.41 


Classifying Social Media 


Most of us would probably say that Facebook, X, LinkedIn, and YouTube are well-known social media platforms. But 
marketing managers trying to reach potential customers need a system to classify the more than 400 specialized and diverse 
social media networks to select the best among them. Kaplan and Haenlein have proposed a classification system for 


marketers based on two factors: 42 


1. Media richness. This involves the degree of acoustic, visual, and personal contact between two communication partners— 
face-to-face communications, say, being higher in media richness than telephone or email communications. The higher the 
media richness and quality of presentation, the greater the social influence that communication partners have on each 
other’s behaviour. 
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2. Self-disclosure. In any type of social interaction, individuals want to make a positive impression to achieve a favourable 
image with others. This favourable image is affected by the degree of self-disclosure about a person’s thoughts, feelings, 
likes, and dislikes—where greater self-disclosure is likely to increase one’s influence on those reached. 
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How do marketing managers choose the best social media sites to reach 
their target markets? As a first step, the text describes how social media 
can be classified and how they differ from traditional media. 

©Anatolii Babii/Alamy Stock Photo 


E Figure 13-8 uses these two factors of media richness and self-disclosure to position a number of social media sites in two- 
dimensional space. For example, Wikipedia is a collaborative project that is low on both self-disclosure and media richness. 
LinkedIn, on the other hand, contains detailed career and resumé information for business networking and is high in self- 
disclosure but is only moderate in media richness. 


Figure 13-8 A sample of social media, classified by media richness and self-disclosure. Note that 
in moving from words to photos, videos, and animation, media richness increases. Also, in moving 
from very impersonal messages to highly personal ones, self-disclosure increases. 
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Media Richness 


Marketing managers look carefully at the positioning of the social media shown in l=: Figure 13-8 when selecting those to 
use in their plans. For example, LinkedIn, positioned in the Social Networking Sites segment, is an over 20-year-old 
professional networking service with 875 million members in 200 countries and regions. LinkedIn surpassed $5 billion in 
revenue in July 2022 from advertising, recruiter fees, and subscriptions. LinkedIn’s customers include companies such as 
Citigroup, Microsoft, Chevron, Hewlett-Packard, and Volkswagen, which promote their companies’ career opportunities to 
people with specific job titles and individuals who are seeking a job or building a professional network.43 
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Why and How Social Media Transformed Marketing 
Communications 


Consumers receive information, news, and education from print (newspapers, magazines) and electronic (radio, television) 
media. These traditional media remain important elements in a company’s marketing communications effort. Social media 
can complement and augment these traditional media when they are focused on brand-building, customer acquisition, and 


customer advocacy. 


Coca-Cola’s #ShareaCoke generated thousands of shared images of 
friends and their Cokes. 


vadimguzhva/Getty Images Plus 


Content marketing is when brands or companies reach out by creating and sharing expertise and brand information that is 
designed to inform and engage with tools such as research papers, infographics, ebooks, how-to videos, blogs, webinars, 
enewsletters, case studies, and events. This information can be readily found by search engines. 


In the business-to-business market, Shopify, the ecommerce platform helping businesses sell online, shares free content such 
as a business-name generator, to help current or future customers.44 Tangerine, the Canadian bank formerly known as ING, 
considers content marketing a core means of communicating with customers. Unlike most competitors, Tangerine doesn’t 
have any bricks-and-mortar locations. 


Tangerine provides information that answers the questions and concerns that people have regarding banking and investing. 
Using tools such as social listening, Google search trends, and inbound inquiries, Tangerine has been able to provide 
valuable content such as “How I got over the intimidation of investing” and the “Return on investment of going back to 
school.”45 Check out the Forward Thinking section of the Tangerine website at www.tangerine.ca for some insightful 
articles. 


Another form of user-generated content is a blog. Blog, short for web log, is a web page in the form of an online diary that is 
used by organizations and individuals to post updates that include personal opinions, activities, and experiences. Readers can 
subscribe to blogs, post comments, and share content. A vlog, short for video blog, is a blog that is posted in a video format. 

A wiki is a collaborative website (such as Wikipedia) that uses an application that allows multiple users to create, add, edit, 
or delete content. 


Comparing Social Media with Traditional Media 


Both the more traditional forms of media and social media are effective at communicating brand messages, there are several 


inherent differences:4® 


e Social media is flexible and can be changed even after it is published. 
e Social media is available immediately. 
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e Social media creates a conversation, so marketers do not have full control over the messaging. 
e Social media does not always provide reliable demographic data about its audiences. 
e Social media can be produced inexpensively. 


e Social media needs dedicated attention. 


There is a misconception that social media is free. While it is less expensive to produce, a company also needs to consider 


the time that needs to be dedicated to monitoring and managing a social media program. 


Social Media Marketing 


Social media marketing is when brands reach out to consumers online through social networks where people connect with 
friends and contacts to share comments, articles, opinions, videos, and images as a form of self-expression. Brands engage on 
these platforms by hiring experts and social media managers to create brand pages on social media platforms, to join online 
conversations, to monitor and respond to questions and comments, to use metrics to measure performance and engagement, 
and to send out updates and offers. Brands may also place ads on the social networks that accept advertising. 


The Social Media Examiner asked marketers what they felt the benefits of social media marketing were to their business. 
I5] Figure 13-9 shows that 85 percent of marketers believe that social media marketing generates brand exposure, 75 
percent indicate increased traffic is a major benefit, and 66 percent believe it generates leads. Interestingly, 58 percent 
mentioned that social media helped them develop loyal fans, and 57 percent thought it improved sales All of these benefits 


can have a significant impact on a brand.47 


Figure 13-9 Benefits of social media marketing 2022 
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Social media is a public venue, and marketers need to deal delicately with detractors and negative interactions, 
understanding that vehemently defending a brand in the court of public opinion can rapidly escalate on social media with 
negative repercussions. Unhappy consumers are most likely to take to Facebook or X with their complaints.48 In order to 
avoid negative situations on social media, companies create social media policies and guidelines to help guide programs and 
interactions. 


Managing customers’ comments, reviews, and complaints can be a very time-consuming process. Customers expect answers 
quickly. A recent study found that 79 percent of consumers expressing a complaint on social media expected an answer 
within an hour; however, only 63 percent of complaints receive a response within 24 hours. The risk is that if companies 


aren’t meeting customer expectations, they are likely to feel negatively about the brand. And this negativity is expressed in a 
49 


very public social media forum. 
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Marketing Matters 


Spotify Wrapped Campaign Continues to Go Viral 


For over six years, Spotify, a digital music, video, and podcast streaming service, has been summarizing users' 
yearly consumption by producing sharable "wrapped" panes with consumers. Each subscriber gets an overview 
of what they listened to and watched through the previous year. For example, customers can see top artists, top 
songs, top genre, minutes listened, and much more. 


Spotify's customized "wrapped" campaign. 


Spotify 


This viral campaign comes from users' ability to share their behaviours via social media. In fact, Spotify seems to 
presents" get 


take over many people's social media feeds for a few days after December 1—the day users 
unwrapped. 


With 525 million subscribers and holding about 30 percent of the global streaming services market, this social 
media feat helps increase Spotify's brand awareness. And it's an easy sell for consumers to share their wrapped 
panes as they are not selling Spotify directly—rather they are using the panes to enhance their own identities by 
sharing them with their personal networks. 


In 2022, the Spotify wrapped campaign earned 60 million shares from 90 million users. A true sign that this 


yearly viral event will continue for years to come. 


Questions 
1. Why do you think Spotify Wrapped is a social media viral hit? 


2. What other ideas would you suggest Spotify do to enhance the campaign's virality? 


Critical Thinking for Marketing 


1. How is social media different from traditional media? 


Social Media Marketing Networks and 
Tools 


Social media marketing requires knowledge of the social networks that can be used to drive 
engagement as well as an understanding of the tools that exist to help manage and measure 


these programs. 


Social Media Networks in Canada 


Social media is used by marketers in many ways to help connect consumers with a brand. For 
example, Facebook can send out offers, updates, and contests; X can post newsworthy 
updates and answer customer service questions; Pinterest and Instagram can post inspiring 
images and contests; YouTube can be used for storytelling, how-to content, and engaging 
videos; and LinkedIn can profile a company’s expertise. TikTok can leverage trend driven 
content or influencers to market their products/services. 


The most developed social media programs use multiple social media sites to profile a brand 
in creative, engaging, and imaginative ways. Before creating social media marketing 
programs, marketers need to check any restrictions that these social media sites may have for 
running elements such as contests, which should also always adhere to the marketing 


regulations in Canada that were outlined in LY Chapter 2. 


In December 2022, the most popular social networks based on share of visits for Canadians 
were Facebook, Pinterest, X, and Instagram.>? The life cycle of social media sites can be 
rather fickle since these sites grow and die based on public perceptions. The data box below, 
World's Most Used Social Platforms—Global Active Users (in millions) shows how social 


platform usage compares globally. 
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World’s Most Used Social Platforms— 


Global Active Users (in millions) 


Facebook 
YouTube 
WhatsApp 
Instagram 
Wechat 
TikTok 


Facebook Messenger 


Douyin 


QQ 
Sina Weibo 


Kuaishou 


Source: https://datareportal.com/reports/digital-2022-global-overview-report. 


While social media network usage is important, marketers tend to focus the majority of their 
time on specific networks: Facebook, Instagram, LinkedIn, YouTube, TikTok, and 
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Snapchat.~~ Next, we look at five mainstream social media networks to understand how they 


are used for marketing purposes. 
Facebook 


With over 2.91 billion users, Facebook is a free social network that is the top choice for 
people wanting to share photos, videos, and stories with their connections.» Facebook is 
the most used social networking site by marketers, with 90 percent indicating using it for 
business. 53 Due to its dominance and well-developed platform, Facebook is usually the 
centre of a brand’s social media program, and it accounts for most of its social media 
audience. 


Facebook is a social network with three tracks. First, there is the personal track, which is how 
Facebook started, where users create a personal profile; add other users as friends; exchange 
comments, photos, videos, and “likes”; and receive updates through notifications in the News 
Feed feature. 


Private messages can also be sent, a popular feature that is used to quickly message people 
without using email. Second, there is the group track, which uses Facebook Groups to allow 
Facebook members to create public or private groups where members are focused on a 


particular interest, such as a high school reunion group or a group on pets, fitness, marketing, 
or an educational course. 


Facebook Groups allow members to post comments to everyone in the group at once. 
Facebook Groups provide members with notifications and have the added benefit of allowing 
people to upload documents. Third, there is the commercial page track that allows artists, 
public figures, businesses, brands, and non-profits to create pages that people can like and 
follow to receive notifications and updates in their News Feed. (% Figure 13-10 shows the 
components of Tim Hortons’ Facebook page. 


Figure 13-10 Tim Hortons’ Facebook page 
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FACEBOOK AS A PROMOTIONAL TOOL 


Facebook Pages are used by organizations and brands to engage consumers with relevant 
updates, news, and offers that may be of interest to its followers. Facebook is also an 
excellent vehicle for a brand to ask questions of its customers and to allow ongoing two-way 
communication. Facebook Pages are provided with Page insights, a term Facebook uses to 
describe the metrics it provides for Facebook Pages. Metrics include likes, posts, reach, 
engagement, and visits. These insights also show which posts have the most traction, and the 
aggregated demographic profile of its users, including gender, age, country, city, and language 
data. 


Facebook Pages also provide page administrators with the ability to easily create and run ads 
on Facebook, with an area where images can be uploaded, and an interface to select the 
demographic that is being targeted by the ad. Administrators can select who will see the ad 


by choosing relevant descriptors such as gender, age, language, interests, location, lookalike 
audiences (people similar to those who like your page or shop on your website), and budget. 


Ads are paid for by a cost per click (CPC) or on a cost-per-thousand impressions (CPM) 
basis, and using a bidding system, you have an opportunity to budget your spend per day. Ads 
can be deployed automatically from this interface and will only appear to the demographic 
that was selected.>4 


Facebook Live launched live video-streaming capabilities to the Canadian market in spring 
2016, and many marketers are interested in using live video more frequently. The use of live 
video can increase a brand’s reach and in some cases, it could take less time than a written 
post. Marketers can use live video for a range of activities, including more personal 
communication with customers in response to questions or postings, or to promote 


upcoming events.-> 
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On Facebook, the marketer’s challenge is to post and create fresh, creative, and engaging 
content that will be shared by its followers. This is often done by providing interesting 
updates and posting offers, contests, and images. Marketers also purchase ads on this 
network to rapidly increase followers. Tim Hortons® has a large Canadian fan base on 
Facebook with over 3.4 million followers. Marketers can use some of the following tips to 
maximize consumer engagement (comments, shares, and likes) with their brand on 
Facebook:>® 


e Post when engagement is the highest, not when the most users are logged in. 


e Learn about your customers and share content that your customers want to see, not just 
what you want them to see. 


Learn from the past which content perform strongest and create more. 


e Use photos/videos, which are still the most posted and shared content. To make it even 
easier, post your Instagram photos to Facebook. 


« Engage by replying to comments. 
¢ Create share-worthy content with a headline that will grab attention. 


Include a call to action in your post by asking for a share, comment, or like. 


Keep posts short, between 0 and 50 words. 
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The #StraightOutta campaign was a partnership between 
Universal Pictures and Beats by Dre. It was the number one 
trending topic on Facebook and Instagram. 


©Artem Kovalenco/Shutterstock 


In order to promote its movie Straight Outta Compton, Universal Pictures and Beats by Dre 
launched the #StraightOutta campaign. This campaign started with over 100 celebrities from 
movies, music, and sports sharing their hometown using #StraightOutta and letting people 
know how their background influenced where they are today. An app was created to 
maximize engagement. People could upload a picture to the app and create their own custom 
#StraightOutta meme, highlighting their hometown and posting it to their Facebook timeline. 
Not only did celebrities get on board, but other companies jumped in to create their own 


meme. It became a true phenomenon, with Beat by Dre receiving 10 million shares. It was 


also the number one trending topic on Facebook and Instagram—a feat that hadn’t been 


achieved by any other brand.>/ 


X 


X is a free social media site for individuals and organizations to post and receive short 
newsworthy text updates—tweets—and links in 280 characters from accounts of interest, 
whether this be from friends, journalists, media outlets, brands, or experts that are followed. 
Its advantage is the speed with which people can scan updates and decide whether they 
warrant additional reading. In this way, people are updated on developments in areas of 
interest, whether this be for business purposes or related to a passion or hobby. X users can 
create lists, favourite tweets, send out other people’s tweets through a retweet, and receive 
notifications recommending whom to follow. The platform encourages users to use hashtags 
(#) so that topics and conversations are searchable in the X database. X was home to 415 


million global users in 2023.58 
X AS A PROMOTIONAL TOOL 


Organizations use X for customer service and marketing purposes. While Facebook is the 
platform of choice for unhappy customers, X is in second place, with 23 percent of 
consumers expressing their complaints with a company using x5? Companies can use 
analytics platforms such as Hootsuite to monitor the X landscape for brand and company 
mentions, to answer questions, and to respond to comments and suggestions in real time. 
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On X, brands post newsworthy content related to areas of expertise and engage brand 
advocates that have influential social networks. Brand tweets may be pre-planned and pre- 
approved to coincide with marketing events and integrated into marketing communication 
programs, while others may task social media managers with the responsibility to deploy real- 
time tweets that respond to opportunities and buzz. Some marketers also use X chats to 
profile their expertise and to build their following on social media platforms. These pre- 
scheduled chats revolve around a certain topic and occur on X by using a pre-determined 
hashtag to monitor the conversations. These chats are hosted by a brand that could pose a 


few questions for discussion or bring an influencer into the chat to engage customers. 


Marketers can use some of the following tips to make their tweets stand out in the crowd:60 


e Develop an editorial calendar and schedule events throughout the year. 


e Create and reuse graphic templates. 


e Use videos and images for X promotion. 


e Use X ads that take the form of promoted accounts or promoted tweets. The advertiser 
pays only when followers are added or tweets are clicked, retweeted, or favourited, or when 
they result in a reply. Ads can be targeted by interest or by using your own email contact 
list. 


Real-time marketing is a planned tactical approach where brands make themselves relevant 
online during events or newsworthy occurrences by diving into conversations as they occur 
with aligned short-term messaging that takes advantage of the current buzz. This concept was 
introduced in LF Chapter 1. 


The best-known example of real-time marketing surfaced during the 2013 Super Bowl, when, 
during a lengthy power outage, Oreo cookies posted a tweet, “Power out? No problem,” with 
a link to a visual showing an Oreo cookie with the caption, “You can still dunk in the dark.” 
This real-time marketing tweet was retweeted almost 16,000 times, and generated over 20,000 
likes on Facebook. This effort was not a fluke, Oreo had identified the Super Bowl as a focus 
and had a “command centre” set up, complete with marketers and advertising experts—with 
senior managers on call for approvals. In this manner, Oreo was ready and poised to respond 


to whatever situation presented itself.91 


YouTube 


YouTube is a free video-sharing social network owned by Google, used by people to discover 
and be inspired by interesting, entertaining, and informative videos. Today it has more than 
850 million global users and is expected to reach 1 billion by 2026. YouTube has been 
launched in more than 130 countries globally. The platform allows users to create their own 


YouTube channels, subscribe to other channels, and to upload, watch, and share videos. 


The platform also allows users to post comments and share videos across other social media 
sites, such as Facebook, X, and LinkedIn. YouTube is widely used by marketers who upload 
short films, how-to videos, and video ads on their products, relying on the platform to engage 


with storytelling. Marketers can also purchase advertising on this site.©2 


YOUTUBE AS A PROMOTIONAL TOOL 


Marketers understand that YouTube provides a robust marketing tool: Brands can create 
YouTube channels, upload videos, access YouTube analytics, and purchase advertising. 
Marketers target ads on YouTube in the form of banner ads, sponsored/featured videos, or in- 


stream video ads. They can also optimize their YouTube channels and videos for the search 


engines through the use of keywords. 


aM Tube 


YouTube is globally used 
and projected to grow in 
the years to come. 


©TP/Alamy Stock Photo 


66 Marketers understand that YouTube provides a robust marketing tool.?? 


CocoMelon, a company that develops nursery rhymes and stories for children, has one of the 
most popular brand YouTube channels with 158 million subscribers and over 900 uploaded 
videos. Its main YouTube channel strives to connect with families with educational materials 
for preschoolers. Cocomelon seeks to engage its subscribers through engaging and 


educational programming for children. 63 


In a few instances, marketers use YouTube to upload videos that are designed to go viral. This 
is generally a carefully orchestrated approach that involves creating catchy content that is 
often humorous or very creative to appeal to a wide audience that will quickly view, share, 
and rate the video, sending it to the top of YouTube’s recommended videos, which will 


immediately boost its popularity. 


Building on its “Red Bull gives you wings” slogan, Red Bull orchestrated the Red Bull Stratos 
Project. The Stratos videos are thought to be the most successful viral videos in history. Eight 
million viewers tuned in to watch Felix Baumgartner jump from a capsule 24 miles (38.6 km) 
above the Earth, breaking the sound barrier and a world record for the highest jump. 
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Not only did YouTube views break records, but longer term, the Red Bull YouTube channel 
subscriber base jumped. Social media engagement included over 900,000 Facebook 
interactions, and 83,000 shares. On X, @redbullstratos received over 20,000 mentions in two 


days. It is estimated that the video could have reached up to 50 million people.°4 


Red Bull has one of the most popular brand YouTube 
channels. 


©EvrenKalinbacak/Shutterstock 


Instagram 


Instagram is a free social network that is owned by Facebook. It is a mobile app that is the 
world’s largest photo-sharing site, with over 1.35 billion users worldwide in 2023, active users 
who quickly and easily share their lives through photos and short videos that are taken with a 
mobile device, instantly adding filters and captions to customize the image before it is shared. 
Instagram’s interface is very simple and allows users to add comments and likes, as well as 
use hashtags for easy search. Users can connect accounts to other social media sites so that 
images seamlessly appear on Facebook or X—an element that makes Instagram very popular. 
Instagram is quickly being recognized by marketers as an essential tool to share visual 


content. 
INSTAGRAM AS A MARKETING TOOL 


Instagram can be used by marketers to post interesting behind-the-scenes footage from 
events, as well as stunning product shots and contests. Hashtags and captions can be added 
that invite people to engage with the brand by adding comments, liking the image, and 
posting their own images of the brand. Visual brands do well on Instagram: GoPro uses 
Instagram to showcase the adventures that can be captured on the GoPro camera. It posts 
stunning images of sand dunes, underwater vistas, and off-road adventures, °® Marketers can 


build a more engaged Instagram following by observing these tips:67 


e Include a call to action. Coca-Cola could ask their followers which flavour of Coke they 
prefer of the Coca-Cola Freestyle choices. 

e Leverage hashtags that are already relevant to your audience. For example, #photooftheday 
is a commonly used hashtag on Instagram, Facebook, and X. You may also consider using 


hashtags familiar to a particular interest. The #thesweatlife, is commonly utilized by a 


variety of fitness companies and fitness enthusiasts. 
e Share your Instagram posts on X, Facebook, and Snapchat. 


¢ Post at the right time. Post when your audience can engage with your content. The use of 


Instagram tends to peak during off-work hours. 


LinkedIn 


LinkedIn is a freemium (some services are free, and others require payment) business 
networking social media site for professionals that was launched in 2003. It has over 930 


million global members in over 200 countries and territories.°8 


LinkedIn is free for its basic usage, which allows members to create professional profiles, 
connect to their network of business people, join business-oriented groups on particular 
interests, and use its job-search function to see recent job postings and company profiles. A 
free membership also allows members to post and share updates, endorse individuals, write 
recommendations, add comments, like articles, answer questions, contribute to discussions, 
follow companies, view profiles of individuals in their network, and see basic information on 


other LinkedIn members. 


Page 311 


Premium LinkedIn services are offered for a monthly or annual fee and include upgraded 
services that range in price for recruiters, job seekers, and business professionals. These 
services include, among others, advanced search, increased email capacity, and extended 
profile access. A premium service for job seekers moves a person to the top of a recruiter’s 
list, provides comparisons with other applicants, and gives advice through its job seekers’ 
group where webinars can be accessed. For a fee, companies on LinkedIn can post job 
openings and receive real-time analytics on who has viewed the posting as well as profiles on 


the applicants. 


66 LinkedIn services include upgraded services that range in price for recruiters, job seekers, and 


business professionals. ?? 
LINKEDIN AS A PROMOTIONAL TOOL 


In the business-to-business market, LinkedIn can be used as a successful marketing tool. It is 
used by organizations to profile their expertise and to target individuals, companies, and 


sectors who may be interested in their services. On the marketing front, LinkedIn allows 


companies to create company pages, access visitor analytics, and create groups that profile 
certain areas of interest or expertise. Companies can also run ads on LinkedIn with razor- 
sharp targeting, whether this is a job posting, a branded display ad, or a sponsored story. 


LinkedIn has the advantage of having fewer distractions than the other social networks as it 
is focused on business and work-related topics. LinkedIn display ads and sponsored stories 
are on a cost-per-click or a cost-per-impression basis. These ads can target by location, 
keyword, and interest. They stand out for business-to-business marketers in that they also 
target by company, job title, job function, and group, which can result in very high-quality 


responses and business leads. 


Linked fi]. 


LinkedIn is widely used by 
businesses to establish 
credibility. 


Evan Lorne/Shutterstock 


LinkedIn has 21 million users in Canada. Organizations leverage LinkedIn as they recognize 
the opportunity to use LinkedIn to share company values, expertise, and updates with 


current and potential customers. Marketers can use some of the following tips to increase 


engagement on their company pages:°? 


e Make the headline stand out. 

e Post videos. 

e Use sponsored updates to extend your reach beyond current followers. 

e Leverage company page analytics to understand trends and optimize your content. 


e Include your logo and an impactful banner image on your company page. 


Social Media Marketing Example: 
Stranger Things* 


Facebook “Like” if you’re addicted to Stranger Things. 
X Netflix releases season 5: #strangerthings 


YouTube See Netflix trailer for Stranger Things, season 5. 


LinkedIn Spruce up your networking skills by joining the LinkedIn group for 
Stranger Things addicts. 
Instagram Post a selfie watching #strangerthings. 


Pinterest Find a map showing how to get to the Upside Down in Stranger Things. 


* This is a hypothetical example. 


Critical Thinking for Marketing 


1. How can marketers use Instagram to build brand awareness? 
2. Why is Facebook such a popular networking site for deploying marketing campaigns? 


3. Why is YouTube such a powerful tool to use? 
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Best Practices in Social Media Marketing 


The rapid adoption of digital technology and social media provides a great opportunity for 
marketers to develop strong customer relationships, improve their brand image, and help give 
customers the ability to engage with the brand. 


Creating and Measuring Social Media Marketing 
Programs 


Marketers need to carefully plan their social media marketing efforts to ensure that they are 
supportable and measurable, and can help drive brand engagement with a positive return on 
investment. 


Creating Social Media Marketing Programs 


Marketers can start the process of building social media programs into their marketing 
initiatives by answering the questions outlined in [41 Figure 13-11, which will help steer 
content and the tools of engagement. Questions refer to a range of elements such as 
understanding a company’s social media policies, selecting which social networks are 
appropriate for a brand, and determining an analytics platform to monitor, measure, and 
deploy social media programs, as well as many other important elements. 


Figure 13-11 Planning social media marketing 


Answer these questions to help steer your social media marketing programs: 


SOCIAL MEDIA MARKETING QUESTIONS 
1. What are your company’s social media policies and guidelines? 
2. How does your target market use social media and what drives engagement? 
3. How can social media be integrated into other brand marketing programs? 
4. What type of content is suitable for your brand on your selected social media sites? 


5. Who will be creating social media content for your brand and what is the budget? 


6. What are your daily/weekly targets for social media posts and interactions? 

7. Who will be running and monitoring the social media programs? 

8. What analytics platforms will be used to monitor, measure, and evaluate social media programs? 
9. What social media networks are appropriate for your brand and target group? 


Source: Adapted from Jay Shemenski, “The 3 Types of Social Media Metrics that Matter to You,” SimplyMeasured [blog], December 
1, 2016, http://simplymeasured.com/blog/the-3-types-of-social-media-metrics-that-matter-to- 
you/#sm.00000k61g84uecztxypibirlwcurO. 


Measuring Social Media Marketing Programs 


Social media monitoring and analytics platforms have surfaced to help marketers measure 
success in this environment. Social networks, such as Facebook and X will often provide 
marketers with analytics on their accounts. Third-party social media analytics and monitoring 
tools have surfaced to help marketers measure and manage multiple social media platforms, 
an important consideration since many brands engage across multiple platforms. 


Social media analytics and social media monitoring software vary by provider, but generally 
identify online brand mentions and monitor consumer sentiment, buzz, engagement, and 
amplification. These platforms often allow marketers to respond in real-time to customer 
questions and complaints, to pre-schedule posts, and to identify brand advocates with strong 
influence scores that can amplify and spread positive brand messages. Social media 
monitoring tools also exist, such as Hootsuite, which allows a marketer to track a brand’s 
social media activity across social networks, including X and Facebook. 


Marketers should develop a set of engagement and performance metrics that are manageable 
and actionable. (1 Figure 13-12 lists some of the frequently monitored metrics used to 
determine the success of a social media campaign. Engagement metrics measure how, how 
much, and how often consumers interact with social media content. Marketers can fairly easily 
track measures such as followers, likes, comments, shares, clicks, and views. Much of this data 
is available on the social media platform being utilized. 


Figure 13-12 Social media metrics 


Engagement Metrics Optimization Metrics 
e Followers e Click through rate (CTR) 
e Reach e Cost per click (CPC) 
e Comments e Cost per thousand (CPM) 
e Likes/Unlikes e Cost per acquisition (CPA) 


e Shares e Cost per conversion 


Engagement Metrics 
Views 
Clicks 
Sentiment 
Buzz 
Engagement 
Brand awareness 
Share of voice 


Optimization Metrics 
e Conversion rate 
e Retention rate 


Source: www.slideshare.net/DataReportal/digital-2019-canada-january-2019-v01. 


Optimization metrics provide data that can point to adjustments or changes that should be 


made to your social media program. Generally, marketers will look at cost per thousand 


(CPM), the cost of reaching 1,000 people; cost per acquisition (CPA), the cost of acquiring a 


new follower or sale; and cost per click (CPC), the cost of getting someone to click on a link, 


image, or advertisement. 


Best Practices 
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Brands need to be seen as a trusted source of information on all platforms, and they need to 


use social media to connect. Organizations and brands are advised to use the following best 


practices when starting to use social media: 


Obtain senior management commitment. 


Set company-wide governance for social media. 


Create detailed social media policies, guidelines, and rules of engagement. 


Identify the social networks that will be used. 


Set clearly defined and measurable social media marketing objectives. 


Select a platform that will be used to deploy, monitor, and measure social media activity. 


Establish metrics that will be used to evaluate approaches. 


Dedicate, train, and hire social media marketing experts. 


Understand that negative comments will surface on social networks and plan to handle 


them. 


Realize that mistakes will be made. 


e Integrate social media programs into marketing practices. 


66 Brands need to be seen as a trusted source of information on all platforms, and they need to use 


social media to connect.?? 


These best practices will help organizations and brands reflect brand images and authentically 
communicate through multiple social networks. These best practices will also help 
organizations plan for negative situations that may surface and flag when scenarios should be 
escalated to a senior level. Social media marketing should be integrated into paid, owned, and 


earned media programs so that it positively impacts on the consumers’ path to purchase. 


Critical Thinking for Marketing 


1. What two type of metrics are used to measure social media marketing programs? 


2. Which five of the best practices outlined would you prioritize for any organization? 


The Mobile Marketing Landscape 


The Mobile Market 


LO fil | Mobile has become a driving force in marketing, a central connector to other 
forms of media. It is used by consumers to communicate, to gather information, and to be 
entertained. It is a pillar in a multi-screen era where consumers connect in and out of home 
using portable devices such as tablets and smartphones, and use them to complement 
desktop/laptop usage and TV viewing. Mobile devices are no longer accessories, but tools 


that help manage daily lives. 


Global data tell us that by 2025, there will be 5.86 billion unique mobile 

subscribers. 79 Unlike other platforms, mobile devices are personal, portable, and usually on. 
They accompany us in the home, at work, and into our social spaces. They help manage our 
lives in real time, letting us access messages, set reminders, email, text, and update 
calendars. They entertain us with photo apps, video viewing, and social networking. They 


help us find local restaurants, read product reviews, and shop for products. 


Importantly, people use mobile devices to help in the path to purchase. People check mobile 
devices multiple times a day, providing numerous touch points for marketers to engage on 
this journey. Whether comparing product prices, looking for a store location, researching 
product features, or purchasing products and services, mobile devices have become relevant 
in the consumer path-to-purchase. Unlike other marketing tools, mobile marketing allows 
marketers to communicate directly with consumers at the point-of-purchase, which can be 


persuasive and compelling. 


Mobile marketing is defined by the Mobile Marketing Association (MMA) as “a set of 


practices that enables organizations to communicate and engage with their audiences in an 


interactive and relevant manner through any mobile device or network.” 7! 
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Mobile Devices 


The mobile industry is complex due to the wide range of handsets, screen sizes, operating 
systems, browsers, and products that exist in this space. Devices include feature phones, 


smartphones, tablets, wearables, Internet-enabled handheld gaming devices, and ereaders. 


A wide range of mobile devices are available to keep 


consumers connected. 


blackzheep/Shutterstock 


A smartphone is an advanced cell phone that has similar functionality to a personal 
computer in addition to taking pictures, playing music and movies, offering GPS navigation, 


and using apps to enhance its features and capabilities. 72 


Smartwatches and other wearables are becoming very popular due the number of brands 
entering the market and the ease of use. The wearable electronics market in Canada has 
been growing rapidly, with 31 percent of the population wearing devices in 2022. Wearables 
are devices that can be worn, either on clothes or on the body. They include smartwatches, 


health care monitors such as the Fitbit, and smart clothing. 73 


In 2021, there were over 33 million mobile subscribers in Canada, with numbers expected to 


continue to climb. 4 


Consumers and Mobile Devices 


According to [S Figure 13-13 from Statista, retail ecommerce sales will continue to grow 
into the late 2020s. 


Figure 13-13 Ecommerce sales in Canada 


Retail ecommerce sales in Canada, 2022—2027 


(US$billions) 
2022 52.17 
2023 62.12 
2024 71.70 
2025 82.82 
2026 87.93 
2027 9414 


Source: www.statista.com/statistics/289741/canada-retail-e-commerce-sales/. 


6€ Mobile devices have become relevant in the consumer path-to-purchase. ?? 


What is “showrooming”? 


Eva Katalin Kondoros/Getty Images 


The widespread use of smartphones at retail is prompting a new consumer shopping habit 
known as showrooming, the practice of using mobile devices in-store to check competitive 
online product reviews and prices and to then purchase the cheaper product online. 
Marketers note that mobile devices are taking the store out of the store and making 


shopping accessible on the go, all hours of the day, and every day of the week. 


Critical Thinking for Marketing 


1. What is mobile marketing? 
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Mobile Marketing Tools 


Mobile marketing provides marketers with a platform for one-to-one personalized 
communications where targeting can be more precise, not only demographically but also by 
device, by interest, and in real time by exact location. Marketers note that consumers 
carefully guard their mobile devices and are cautious about inviting marketers in. Marketers 
are therefore advised to follow best practices, provide added value, show respect for the 
privacy of the mobile user, and in all instances, follow regulatory guidelines and ethical 
approaches. Remember that in most instances, consumers need to opt in to receive mobile 
messaging, so unless a mobile marketer can provide exceptional value and interest, a marketer 
will not want to opt in to your messages. 


Here we examine the mobile marketing tools that are used to engage consumers: mobile web 


and mobile applications (apps). 


€€ Consumers carefully guard their mobile devices and are cautious about inviting marketers in.?? 


Mobile Web 


Websites that render on mobile devices need to be fast and functional and easier to use than 
a brand’s desktop website. People do not want to scroll across screens on small mobile 
devices or pinch and zoom to read content. Mobile websites are created and designed for the 
smaller mobile screen with screens that load quickly, display clearly, and offer unique mobile 
features that satisfy the goal-oriented mobile user. Mobile web is when a website is designed 


for the smaller screens of mobile devices. 


With 54.4 percent of Internet users using mobile phones to buy online and 59 percent of 
shoppers considering it important to be able to shop via a mobile device in deciding where to 
purchase goods, companies are understanding the importance of having a mobile website that 


is functional, engaging, and user-friendly. /> 


Booking.com has a functional, yet appealing mobile 
website, mobile app, and tablet interface. 


Used with permission of Booking.com B.V. 


It has been shown that companies use one of three approaches with mobile web. They can 
optimize a desktop website for the mobile web by using responsive design platforms that offer 
flexible layouts, flexible images, and flexible file options so that websites automatically adjust 
and resize to render on mobile devices. Alternatively, they can design separate mobile 
websites with streamlined content and finger- and thumb-friendly navigation. The third option 
uses a combination of these approaches. 


Some companies will create three different interfaces: one for a desktop site, which is 
information rich; one for tablets, which has heavy image-based content; and one for 
smartphones, which has less content and fewer images. Booking.com has a mobile site that is 
a variation of its desktop website, focused on providing the tools necessary for a customer to 
search for a hotel immediately upon landing on the page. Information is plentiful while the 


functionality and visual appeal is still strong. © 


Mobile Applications (Apps) 


Mobile applications (apps) are software programs designed for mobile devices so that with a 
quick tap or click, they engage with information, entertainment, or other forms of 
interactivity. They are expected to exceed $935 billion in revenue in 2023. It is estimated that 
Google Play has 2.87 million apps available for the Android platform and the Apple App 
Store has 1.96 million. While there has been significant growth in the number of apps 
available to users, Canadians are more selective about which apps they use. The top 
Canadian apps types are: Internet browser, email services, and social media apps. 
Competition is fierce for the mobile consumer, reinforcing the need to provide value and 


quality to ensure app retention. // 


Leading Android Apps in Canada by 
Downloads (September 2022) 


TikTok 

Stumble Guys 

WhatsApp Messenger 

Epic Heroes - Save Animals 
Survivor.io 

Snapchat 

Instagram 


Messenger 


l. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 


Carrier Services 


YouTube Music 


— 
= 


Source: www.statista.com/statistics/702392/leading-android-apps-by-downloads-in- 
canada/#:~ :text=In%20September%202022%2C%20TikTok%20was,downloads%20from%20Canadian%20Android%20users. 


The most popular apps are for social networking, weather, maps, gaming, YouTube, and 
banking. Apps are most likely to be downloaded when they are recommended by friends and 
family, if they sound interesting and fun, if the user is familiar with the company or brand, 


and if they have an exclusive offer. Most consumers expect apps to be free. /8 
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6€ The most popular apps are for social networking, weather, maps, gaming, YouTube, and 
banking. ?? 


Apps can be free or paid, and can also host ads, sell products, or just provide content. They 
are downloaded from online device-specific app stores. App developers pay small annual fees 
to these app stores, and typically pay a commission to the app stores from the revenues 
generated from the app (downloads, product sales, or ad revenues). 


Technically, three types of apps can be created for marketing programs: (1) native apps, (2) 
Web apps, or (3) hybrid apps. Depending on the choice, the app creation can become more 


or less expensive for marketers. For the end user, it is the app functionality that is important, 


and most users will not understand the nuances between these types of apps. Marketers, 
however, need to understand the differences: 


e Native apps are created specifically to be hosted and run on a mobile device. They are 
downloaded from app stores and reside on mobile devices. They can provide a rich 
experience by interacting with mobile features such as the device’s GPS, camera, or 
notification system. They can also work offline. Technology differences dictate that 
separate native apps need to be designed for iOS, Android, Windows, and BlackBerry 
devices. This can be an expensive undertaking. 


e Mobile Web apps are websites designed to simulate a native app experience. They run off 
browsers rather than the actual mobile device, and ask users to add a shortcut to the home 
screen. They can therefore run on any platform, making them cheaper to develop. The user 
experience is not as rich as on a native app, as these apps do not interact with the mobile 
device features. These apps do not pay app store developer fees, do not require app store 
approval, and do not share revenue with the app store. 


e Hybrid apps combine the superior functionality of a native app with the flexibility of a Web 
app. They can interact with mobile features, but render in a browser and so can be used 
across mobile platforms with minimal changes and therefore lower costs. Hybrid apps are 
generally cheaper to develop than native apps as they require minimal development 
changes for cross-platform use. Typically, hybrid apps do not provide the same rich 


experience as native apps, but they are becoming increasingly popular. 7? 


Starbucks is seen to have the premier branded mobile app. Starbucks was one of the first 
brands to initiate a mobile loyalty and payment system for its customers. With its Mobile 
Order and Pay system, a customer can open the app, decide on an order from the hundreds 
of options at Starbucks, pay for the order, and even tip the barista before arriving at the store. 
Once the customer arrives at the store, they can fast-track past the line and pick up the order 
without delay. The mobile payment system has been so successful that it is expected the app 


will account for 50 percent of all Starbucks transactions in the next few years,99 


Starbucks is seen to have the premier branded mobile 
app. 


Nata Fuangkaew/Shutterstock 
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The functionality exists on many apps for consumers to be sent push notifications on their 
mobile phone. Push notifications are content that is sent to a mobile device. For example, the 
Weather Network allows users to select what type of weather notifications they would like to 
have sent to their phone. According to Canada’s Anti-Spam Legislation (CASL), consumers 


must opt in to consent to receive push notifications, and marketers must provide a clear 
method for consumers to unsubscribe or opt out. 


© The functionality exists on many apps for consumers to be sent push notifications on their mobile 


phone.?? 


Critical Thinking for Marketing 


1. What types of apps exist and how do they differ? 


2. What are the most popular apps that consumers use? 


Mobile Marketing Regulations and Best 
Practices 


Mobile Marketing Regulations 


The mobile marketing industry is regulated by the same guidelines that apply to the marketing 
industry in general, but with the addition of further regulations for mobile marketing 
practices. In this manner, the regulations, guidelines, and policies discussed in Œ Chapter 2 
all need to be followed. Mobile marketers need to be keenly aware of Canada’s privacy 


legislation as well as Canada’s anti-spam legislation (CASL). 


In the mobile space, the Canadian Radio-television and Telecommunications Commission 
(CRTC), the Canadian Telecommunications Association (CTA), and the Mobile Marketing 
Association (MMA) have additional regulations and codes of conduct to protect consumers 
and to help standardize the industry. The mobile marketing industry is rapidly changing, and 
so, in all instances, marketers are strongly advised to obtain regulatory updates and to consult 
with marketing lawyers and mobile marketing experts to ensure that approaches adhere to 


regulatory and legislative updates. 
The Wireless Code 


In mobile marketing, the CRTC regulates the Wireless Code. This was introduced in 2013 as a 
mandatory code of conduct for all wireless service providers. It ensures that wireless contracts 


are easy to understand and that contracts can be cancelled after two years.’ 


For more details on the CRTC Wireless Code, navigate to 
www.crtc.gc.ca/eng/phone/mobile/code.htm. Complaints against wireless service providers can 
be lodged at the website for the Commissioner for Complaints for Telecommunications 


Services at www.ccts-cprst.ca. 


WIRELESSCODE 


ISSUES STEP 4 © 
WITH YOUR Tyto 


WIRELESS ea 
| STEP? 
umg soe G Flea coi 
with the CCTS. 


CRTC.GC.CA Canada 


The CRTC Wireless Code helps protect consumers. 
CRTC 


Common Short Code (CSC) Guidelines 


These guidelines are administered by the CTA to provide direction on CSC pricing and 
marketing practices. Mobile marketers must provide participants with mandatory keyword 
protocols (STOP/ARRET to stop participation, HELP/AIDE to access information on terms 
of use and privacy policies, and INFO to retrieve company and customer service information). 
In addition, consumers must double opt-in to some premium subscription CSC programs and 
be informed of its terms, conditions, and pricing.82 Updates on CSC regulations can be found 
at www.cwta.ca and www.txt.ca. 
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The MMA Global Code of Conduct 


The MMA Global Code of Conduct is administered by the Mobile Marketing Association, 
which guides the industry with standards, guidelines, and best practices. The MMA has over 
800 members and is represented in nearly 50 countries. The MMA Global Code of Conduct 
specifically notes that privacy policies and terms and conditions must be clear, and opt-in and 
opt-out protocols must be used. Messaging should be limited to its initial purpose, personal 
data must be protected, and all MMA members must demonstrate compliance with the 


83 


code.”~ You can find out more about the MMA and its code of conduct at 


www.mmaglobal.com. 


Mobile Marketing Best Practices 


The mobile marketing industry is rapidly changing, with new technologies, devices, and 
regulations. Best practices start with marketers abiding by marketing regulations and using a 
mobile-first approach to make connections. A mobile-first approach means that mobile 
becomes a central element in a marketing program and is integrated throughout the consumer 
path to purchase. Mobile is not added as an afterthought, but instead it is integrated into 
marketing programs from the start. 


6¢ 4 mobile-irst approach means that mobile becomes a central element in a marketing program.?? 


Best practices also use market research to stay abreast of how technology impacts consumer 
behaviour and to learn how mobile devices are integrated into daily lives. Changes in 
shopping habits are noted and mobile analytics programs are used to glean insights on how 
best to approach, engage, and connect with consumers. 


The Mobile Marketing Association (MMA) advises mobile marketers to keep the following 
best practices in mind: 


Think mobile first and start with a mobile perspective. 


Generate creative specifically for mobile. 


Communicate across multiple screens to create a seamless experience as consumers switch 
between devices. 


e Target your audiences more specifically using the rich dataset available from mobile 
interaction, including location. 


Utilize a full spectrum of mobile tools to interact with consumers. 


Integrate mobile marketing programs into traditional marketing campaigns. 
« Offer great service, functionality, and benefits. 


« Leverage every stage of the path-to-purchase, understanding that mobile is used for search and 
discovery as well as connecting and purchasing. 


e Test your way to success by tracking, measuring, and making adjustments to improve results 
and ROI. 


Critical Thinking for Marketing 


1. Which associations and commissions regulate mobile marketing in Canada? 


2. What best practices have surfaced in mobile marketing? 
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Summary...just the facts 


1 d e Marketing communication tools, also referred to as the promotional mix, consist of advertising, public 
relations, sales promotion, direct response marketing, event marketing and sponsorship, product placement and 
branded entertainment, personal selling, online marketing, social media marketing, and mobile marketing. 


2 d e Advertising is a paid form of media used for non-personal communication to consumers about an 
organization, good, service, or idea. 


- Advertising uses different message appeals such as: fear, sex, and humour. 


e Advertising options include: TV, radio, magazines, newspapers, search engine marketing, online display advertising, 
mobile advertising, social media advertising, email marketing, outdoor, and direct mail. 


3 d e Product placement is the inclusion of a product in a movie or TV program, or the creation of an entire 
movie or TV episode around a brand, which is referred to as branded entertainment. 


4 d ¢ Sales promotion is a communications tool that provides short-term incentives to generate interest in a 
product or cause and encourages purchase or support. 


5 d e Personal selling involves the two-way flow of communication between a buyer and seller, often face-to-face or 
facilitated through communication devices, to influence an individual or group purchase-decision. The sales process 
includes prospecting, pre-approach, approach, presentation, close, and follow-up. 


6 d e Public relations initiatives include press releases, press conferences, special events, company reports, and 
the use of social media releases. 


7 d e Direct response marketing tools include direct mail, catalogues, telemarketing, and direct response 
advertising on TV, radio, and print, as well as email marketing and social media interactions. 


8 d ¢ Event marketing and sponsorship refer to the involvement of a brand in an event through either an 
advertising package or on-site involvement. 


9 d ¢ The Internet has a number of unique online tools including websites and microsites, search engine 
marketing, influencers, and word-of-mouth marketing. 


Lo KY J e Social media marketing is when brands reach out to consumers online through social networks where 
people connect with friends and contacts to share comments, articles, opinions, videos, and images as a form of self- 
expression. 


e On social media networks, brands post updates and offers, join online conversations, respond to questions and 
comments, and use metrics to measure performance and engagement. 


e Brands can place ads on social networks that accept advertising. 


e The main social networks used in Canada for marketing purposes are Facebook, X, YouTube, Instagram, and 
LinkedIn. 


« The best social media marketing practices include obtaining senior management commitment, setting company-wide 
governance, creating detailed social media policies, setting clearly defined and measurable social media marketing 
objectives, selecting social networks that will be used, establishing metrics, utilizing social media marketing experts, 
planning to handle negative comments, realizing that mistakes will be made, and integrating social media programs 
into marketing practices. 


11 d e Mobile marketing is a set of practices that enables organizations to communicate and engage with audiences 
in an interactive and relevant manner through any mobile device or network. 


e Mobile marketing provides marketers with an additional platform to communicate with consumers one-to-one. It can 
target by location, by device, by interest, and by demographic. 


e Mobile platforms are changing consumers’ path to purchase with mobile devices used to gather information, to 
engage with brands, to make decisions, and to purchase products. 


e Mobile marketing uses a variety of tools, including the mobile Web and mobile apps. 

« Best practices for mobile marketing advise marketers to think mobile first, and to plan programs across devices and 
screens by using multiple mobile tools that can integrate offline and online approaches. 

e Standard marketing regulations in Canada also apply to mobile marketing. 

e Specific mobile marketing regulations are administered by the Canadian Radio-television and Telecommunications 


Commission (CRTC), the Canadian Telecommunications Association (CTA), and the Mobile Marketing 
Association (MMA). 
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Key Terms and Concepts...a refresher 


advertising 

banner ads 

bluetooth 

branded entertainment 
blog 

common short codes (CSC) 
consumer promotions 
corporate websites 

cost per acquisition (CPA) 
cost per click (CPC) 

cost per thousand (CPM) 
direct response marketing 
email marketing 
engagement metrics 

event marketing 

geofencing 

hybrid apps 

influencer marketing 

lead generation 

marketing communication tools 
matrix 2D barcode 
microsites 

mobile advertising 

mobile check-in services 
mobile discovery 

mobile email 

mobile messaging 

mobile applications (apps) 
mobile Web 

mobile Web apps 
multimedia messaging services (MMS) 
near field communications (NFC) 
native apps 


optimization metrics 


out-of-home (OOH) advertising 
pay-per-click advertising (PPC) 
permission-based email 
personal selling 

press conference 

press release 

product placement 

promotion mix 

promotional websites 

public relations 

publicity 

push notifications 

sales promotion 

search engine marketing (SEM) 
search engine optimization (SEO) 
short messaging services (SMS) 
smartphone 

social media analytics 

social media monitoring 

social media release 
sponsorship 

trade promotions 

traffic generation 

transactional websites 
user-generated content (UGC) 
vlog 

wearables 

Wi-Fi hotspots 

wiki 


word-of-mouth marketing 


Hands-on... APPLY YOUR KNOWLEDGE 


Social Media Marketing Assignment Pick your favourite brand and conduct a digital media audit for that brand. This 
involves monitoring which networks the brand is active on, the types of content posted on each network, and the level of 
consumer engagement. Based upon your research, do you believe that your favourite brand has a strong social media 
presence? Why or why not? 


Chapter Vignette... ACTIVITY 


This chapter’s opening vignette outlined The McDonald's Chicken Big Mac IMC campaign utilizing multiple tactics. 
Brainstorm additional social media and mobile elements that you would add to the campaign to create more touch 


points with the target audience. 


Marketing YOU 


Digital communications tools are used for marketing purposes and ensure an integrated brand message. Likewise, you 
have an opportunity to develop and promote your own brand message with the same tools that are available to 
marketers. The social media platforms such as LinkedIn, Facebook, X, Instagram, TikTok, Pinterest, and YouTube are 
available and open to you to use. 


Marketers want the organization’s product or service to be found—in your case, you want to be found by employers that 
are searching to hire someone with your skills, knowledge, and experience. Your social media profiles are a great way to 
profile your digital marketing abilities, your accomplishments and your creativity. 
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Many employers looking to hire you, will review your social media accounts. These are your “owned media channels." 
You can intentionally use your social media channels to highlight aspects of yourself. You can demonstrate to employers 
your digital communications skills through posts that highlight what you are good at and what you love. 


Building your own online profile or brand requires you to decide how you want to present yourself. This includes 
deciding which accomplishments, contributions, and skills you wish to share. An example might be creating a blog to 
demonstrate to potential employers that you have excellent design and content creation talents. You could share online 
your expertise in a subject that you are interested in. You could create content to post such as a research paper, an 
infographic, a vlog, a how-to video, an ebook, a monthly blog, or an enewsletter. 


Activity: 
Review your current social media accounts from an employer’s point of view. Are you conveying the messages that you 
wish to send to employers? Ask a friend to review your social media accounts and ask them for feedback. 


1. If you were to set up a secondary Instagram account to highlight an interest or hobby of yours, what might the topic 
be? 

2. If you could share your expertise, either via a written blog or via a video on TikTok or YouTube, what might the 
subject be? 


Chapter 14 
Customer Relationship Management 


stockphoto-graf/Shutterstock 


LEARNING OBJECTIVES 


ry 
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Define the concepts of customer relationship management (CRM) and customer experience 
management (CEM) 

Discuss the role of social media in CRM 

Describe customer acquisition and customer retention, as well as examples of various loyalty 
programs 

Define database marketing, data mining, and customer lifetime value, and explain why each is 
important 


5 Explain the worth of retaining marginal customers and outline the process of customer 
reacquisition 


CHAPTER OUTLINE 


= The importance of relationships 

= Customer relationship management (CRM) 
= Social media and CRM 

= Customer acquisition and retention 

= Database marketing 


a CRM and customer reacquisition 


CHAPTER FEATURES 


Made to Order 


Explore how Starbucks Canada uses customer relationship management to its advantage. 


Sustainable Sales 


Learn how Salesforce is championing sustainability. 


As technology continues to provide efficiency in business, small- to mid-sized businesses prefer a more personal touch. 
Although all meetings and communications do not need to be in person, a good customer relationship management 
strategy offers a variety of options for a business to connect with its clientele. 
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Founded in 2005 and based in the Greater Toronto Area (GTA), The Paint Channel Corporation is one of Canada’s 
leading manufacturer’s representative firms (sales agency) catering to the Canadian paint and hardware markets. The 
Paint Channel’s president, Dennis Kwasnicki, is the primary contact of support sales for his clients. 


As an intermediary, Kwasnicki needs to manage relationships with both the customers he serves and the manufacturers 
he represents. Because he is an essential part of the supply chain, Kwasnicki’s customer relationship management skills 
need to be at their best. 


“Everyone wants your time,” says Kwasnicki, “You are juggling relationships, and you don’t want to let anyone down.” 
The importance of Kwasnicki’s business is the end consumer, so one might think that is where all his time in spent. 
“Losing a product line or two teaches you to keep strong manufacturing relationships as well.” The manufacturers hire 
The Paint Channel to represent them, and Kwasnicki ensures they are represented well. 


The Paint Channel’s mission is to “understand the meaning of quality.” It prides itself on representing brands that are 
world class and leaders in their respective categories. The Paint Channel’s objective is to represent all major paint-related 
categories by supplying brands that are identified with and appreciated by their end users. 


The Paint Channel began with one line: 3M Canada (abrasives, adhesives, and safety). Over the next eight years, the 
company grew to include five category-leading product lines, and The Paint Channel established itself as a major player 
in the Ontario paint market. In 2014, 18-year paint industry veteran Dennis Kwasnicki purchased The Paint Channel and 
developed a customer relationship management culture. Existing product lines were cultivated by deepening 
relationships, and new complementary lines were added as The Paint Channel entered into a new decade serving the 
Canadian paint and hardware markets. 


Having sales representatives to promote a product can help increase the uptake from customers. The investment required 
to offer dedicated sales representatives requires a good return to a business in the form of sales. Since the limited sales of 
many of the product lines Dennis represents do not warrant a dedicated sales representative, businesses look to this 

for a more effective cost-effective sales approach. 


To represent quality and keep his customers and suppliers happy, Kwasnicki developed a basket of products from 
different manufacturers that complement, but do not compete with one another. But from ladders to paint shakers to 
wallpaper paste, The Paint Channel is responsible for product placement, promotions, and training store staff on new 
products. 


“Relationships are the most important facet of a business,” says Kwasnicki, who builds new relationships by attending 
contractor events and national trade shows on behalf of manufacturers. “Managing new business relationships can be 
challenging,” he continues. “There are always other representatives and competition trying to meet your customers.” 
Kwasnicki staves off the competition by connecting with business contacts on a personal level. Once conversations go 
beyond the business solution, relationships are further cemented. 


One of The Paint Channel's key products is from Daich Coatings Corporation, a Canadian formulator and manufacturer 
of architectural, specialty, and industrial coatings. The company was founded in 1991 by Peter Daich and is located in 
Hamilton, Ontario, operating from a 54,000 square foot manufacturing facility. 


Kwasnicki likes representing this brand because the company is innovative and continues to develop products that have 
decisive performance advantages. Daich Coatings is also eco-friendly, making it a great organization to represent. 


Building a connection is the goal of customer relationship management. Most of Kwasnicki’s success is due to the fact 
that he is present for his customers. Although Dennis understands Pareto’s Rule, he recommends organizations make 
time to stay connected with the 80 percent of customers that generate 20 percent of the business. That relationship can 
lead to additional opportunities and stronger relationships over time. 


The Paint Channel’s customer relationship management process prioritizes customers into monthly, bi-monthly, 
quarterly, and semi-annual categories. Call frequency is influenced by geographic location or categorized by potential 
revenue opportunity. Of the manufacturers Kwasnicki represents, six out of eight lines are members of the CanPro 
buying group. This buying group creates buying power for independent paint stores, including discounted pricing with 
manufacturers, yearly rebates, and annual shows for manufacturers to connect with these members to show new 
products. All contacts and next steps are part of a customer relationship management strategy that has served The Paint 


Channel and its customers well for years. 1 
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As you read Chapter 14, refer back to The Paint Channel vignette to answer the following questions: 


e The Paint Channel has shown customer relationship strategies for B2B marketing. How do some of 


these strategies parallel to consumer buying? 


e What other strategies do you believe The Paint Channel could put into place for its customer 
relationship management? 


Customer Relationship Management (CRM) 


1 d Customer relationship management (CRM) is the overall process of building and maintaining profitable customer 
relationships by delivering superior customer value and satisfaction. Executing CRM may involve technology, business rules, 
and operational processes, as well as the co-operation of key stakeholders within the organization.” This involves many 
aspects within an organization, including how consumers become customers, how they are retained as customers, and how 
well a company manages information on customers. The strategies that companies put into place around how they manage 


data will help them be successful in the customer relationship management discipline.’ 


After consumers have initiated and completed their purchase decision, they become customers. Customer relationship 
management (CRM) considers the purchase decision from the point of view of the business. It engages three interactions 
with customers, including customer acquisition, customer retention, and customer reacquisition. To be executed effectively, 


CRM requires support from the company’s top management. 


Aie a 5 A7 
Y 


Customer relationship management (CRM) strives to build and maintain 


profitable customer relationships. 


MoMo Productions/Getty Images 


Over time, businesses have used technology to leverage time connecting with customers. Knowing when to contact members 
maximizes effort. In a post-COVID-19 world, face-to-face interactions may become less and less of a practice, giving 


businesses more time to reach more people. 


Whether they were lobbying the federal government, communicating directly with their customers, or sharing best practices 
with one another, Canadian CEOs displayed leadership during the COVID-19 pandemic. 


In March 2020, a group of 30 executives from Canada's largest industries collaborated so the country could stop the spread 
of COVID-19. In an open letter asking other business leaders to take notice, they suggested that government measures would 


only be effective if businesses did their part. 


Stopping non-essential travel, promoting physical distancing, and arranging for employees to work from home were just some 
recommended steps. During this time, business leaders sent emails directly to their customers explaining the steps they were 
taking to keep their employees and customers safe. These communications from the leaders of some of our favourite brands 


were well received by customers who found different ways to interact in this new reality. 


With the traditional face-to-face meeting with handshakes being inappropriate during the pandemic, companies found other 
ways to keep connected to their loyal client base. CRM systems were vital to ensure companies did not miss opportunities to 
market to and service members through online and other contactless means. Although business etiquette was evolving during 


this challenging time, the importance of maintaining relationships was still key to the success of a business.“ 


Page 325 


Customer Satisfaction 


Information about customers can be used to create marketing programs that result in customer satisfaction. Information 
technology and database systems are a great starting point for CRM; however, for CRM to be successful, there must be 
attitude changes in the organization. CRM started out as a tool to help the sales force keep track of customers and prospects, 


but it has evolved into so much more. 


A large corporation may spend tens of millions of dollars on a CRM system. Among the big suppliers are Oracle, SAP, and 
IBM; dozens of other companies specialize in components such as telephone call centre technology, database software, and 
Internet systems. The whole idea is to customize each system to a specific company’s needs. Funnelling information to one 
place that otherwise would be dispersed in a big company allows all employees to access one customer profile instead of bits 
and pieces of information about the customer scattered throughout the company. 


MARKETING TIP 


“Relationships are the most important facet of a business.” 


- Dennis Kwasnicki, president, The Paint Channel 


Call your local bank about your chequing account and you may discover that the person on the phone is looking at a screen 
that summarizes your previous calls and displays information about your mortgage and credit card, as well. Visit your local 
bank and you may be surveyed about your experiences and your likelihood to recommend the branch. Some financial 
institutions do this better than others. 


Banking On Customer Satisfaction 


J.D. Power creates a customer satisfaction index ranking based on a 1,000-point scale. The Top 3 big banks are 


ranked as follows: 


RBC Royal Bank 
CIBC 
BMO Bank of Montreal 


Source: “Economic Headwinds Erode Canada Bank Customers’ Financial Health and Satisfaction, J.D. Power Finds,” [news release], October 20, 2022, accessed at 
www.jdpower.com/business/press-releases/2022-canada-retail-banking-satisfaction-study. 


Customer Experience Management 


A concept similar to CRM is a process called customer experience management (CEM). CEM involves managing customer 
interactions to build brand equity and improve long-term profitability. It requires strategy to manage all points of the 
customer experience, as keeping customers satisfied will be more important than simply making a sale. CEM focuses on 
customer interactions, or touch points. A touch point describes any customer interaction with the brand or company. 


Apple knows that customers dislike the touch point that consists of impersonal technical support calls, so it has created the Genius Bar in its retail 
stores. 


(left) wklzzz/123RF; (right) Canadapanda/Shutterstock 


Customer interactions include every point in which the customer interacts with a business, product, or service. In the case of 
MacBooks, Apple ascertained that its customers disliked the touch points that were impersonal technical support calls. 
Apple resolved this issue by creating Genius Bar touch points that offer face-to-face help at the Apple Store. 


Page 326 


Your banking touch points include experiences with automatic bank machines (ABMs), online banking, and customer 
service representatives. For the Starbucks customer, this may include the anticipation of going to Starbucks, walking up to a 
shop, opening the door, ordering and paying for the coffee, talking to the server, getting the coffee, and sitting down in the 
relaxed atmosphere of the shop to enjoy the coffee. Understanding the importance of each touchpoint is how Starbucks was 
able to manage customer expectations during a pandemic. It was also key to Starbucks long-term success in building 


customer lifetime value. Read the Marketing Matters box, | Made to Order, for more details.© 


Marketing Matters 


Made to Order 


Customer relationship management (CRM) can refer to technology for managing a company's relationships 
including interactions with customers and potential customers. But CRM is better defined and executed as a 
combination of practices, strategies, and technology that manage interactions through the customer life cycle 
and help grow customer lifetime value. 


Starbucks is not perfect. Baristas can make mistakes. It is a demanding job. However, Starbucks does hold itself 
accountable to its customers, claiming if you do not like your drink it will be re-made. This small gesture at the 
point of sale can lead to a loyal customer base that is comfortable with the bespoke offerings that Starbucks 
provides them. 


Launched in 2009, the Starbucks loyalty program has evolved, but continues to bring customized experiences to 
the end user. The company’s loyalty program is a key driver of its success, and has its strategy based on 


customer relationship management. The more loyal the Starbucks customer, the greater the rewards. 


Mobile applications also created a gamification experience, allowing customers to be notified of future purchase 
recommendations, as well as points balances, mobile orders, and payments. 


b 


©BestStockFoto/Shutterstock 


Effective customer relationship management creates stronger, and deeper relationships, leading to better 
customer loyalty. If you can learn what makes your customers happy, then you can use that information to make 
their experiences better. Starbucks uses the data it collects from its customer transactions to make its business, 
and experiences, better. 


When using the application, Starbuck rewards program members authorize Starbucks to gather information about 
their buying habits. Preferred drinks, food items, and general purchases are recorded to create a personalized 
experience wherever the Starbuck customer goes. This experience includes suggesting new products, and 
personalized offers and discounts for its loyal members. 


Questions 
1. Describe the attributes of a Canadian retailer that keeps a consumer engaged. Explain why they work. 


2. How do customer expectations affect customer relationship management and the future success of 
companies? 


Companies should measure and improve customer interactions on an ongoing basis. Levels of customer satisfaction at each 
touch point can be a better measure of customer loyalty than just measuring overall customer satisfaction. It starts by 
understanding and listing each individual interaction or touch point that influences customer satisfaction. Whether human 
(such as sales staff or a call centre), interactive (such as websites, email, or X [formerly known as Twitter]), or static (such as 


radio or newspaper ads), each touch point is an opportunity to improve customer experience. 


CEM and touch points are used to maintain profitable relationships with customers and are used in various industries to 
enhance customer satisfaction. Canadian Pacific Hotels (CP Hotels) was not well regarded by business travellers, a 
notoriously demanding and diverse group to serve, but also very lucrative and much coveted by hotel chains. By investing 
time and money in learning what would most satisfy this segment, the company discovered that customers wanted 
recognition of their individual preferences and lots of flexibility with check-ins and check-outs. 


CP Hotels mapped each step of customer interactions from check-in to check-out, and set a standard of performance for each 
activity. Along the way, the management structure was revamped so that each hotel had a champion with broad cross- 


functional ability to ensure that the hotel lived up to its ambitious goals.8 
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Ideally, CEM information is analyzed to gain insight into each customer’s needs and behaviour, and then it is used to 
improve the customer’s dealings with the company. This can be as simple as freeing the customer from having to repeat their 
mailing address every time they place an order, to something like being able to instantly tell the customer the status of a 
shipment. The analysis might guide promotion efforts so that the customer receives mailings, calls, emails, or website 
advertising tailored to their likes. 


Cultural Changes 


CRM databases allow companies to get closer to their customers to establish a mutually 
beneficial relationship. A company’s failure with CRM is often the result of approaching 
CRM as a software project rather than an overall company strategy. A company may spend 
millions of dollars on software, but doesn’t bother changing the cultural attitudes of the 
organization. A company may be looking for a quick fix for its problems. Companies feel 
that if they purchase CRM software, their problems will disappear. Collecting and managing 
data is just one component of CRM. A more important component is the organizational 


culture and support from top management. 


A hotel that is suffering from poor employee customer-service skills cannot use software 
alone to solve the issue. CRM requires a top-down long-run commitment and attitude 
change by management. If the hotel employees see that management treats them with 
respect and rewards customer satisfaction, there is a larger incentive for employees to treat 


customers with respect. 


6€ 4 company’s failure with CRM is often the result of approaching CRM as a software project 


rather than an overall company strategy. ?? 


Organizations like BLUERUSH create personalized digital customer experiences that 
generate leads, build loyalty, and increase sales. As an integral part of a customer lifecycle 
management program, INDIVIDEO!M and ActivDialog, two proprietary BLUERUSH 
products, are significantly transforming online experiences and delivering real value to 
clients and their customers. These tools not only need to be adopted by client-facing 


individuals, they need to be driven by management. 


In 1997, Xerox Canada refocused a 5,100-person organization with annual revenues over 
$1.1 billion and underwent a change in structure and compensation incentives to ensure that 
its employees focused on customer satisfaction. Although the change was not an easy one, it 
was necessary to achieve the result of customers being more satisfied with the company’s 


service offerings? 


Although not always noticed by customers, the cultural change that organizations undergo 
requires an investment of time and resources. In the same year that Xerox Canada 
underwent its cultural change, the 407 ETR opened in the Greater Toronto Area, allowing 


an all-electronic tolling feature for drivers on this highway. Customer loyalty is increasing for 


this service due to a lack of competition and the additional convenience offered by the 
highway. Unfortunately, more resources should be allocated to understanding customer 


complaints from this organization. 12 


CRM at Four Seasons Hotels and Resorts 


Four Seasons Hotels and Resorts grew from a modest hotel in downtown Toronto to a 
luxury hotel chain consisting of 91 hotels in 38 countries around the world. Founder Isadore 
Sharp spent decades developing a culture in which all employees are empowered to take 
responsibility and make decisions, rather than exclusively relying on orders from 


management. 


Mr. Sharp says that culture has to start from the top, the person who really is able to control 
and make the decisions to reinforce the culture in a meaningful way. “The Golden Rule 
guides our interactions with our guests, our business partners and investors, but most 
importantly, with each other,” says Sharp. “We also believe in investing in our employees 
and promoting from within. Many of our senior managers began their careers with Four 


Seasons and continue to be culture ambassadors.” 


CRM involves tracking guest information and preferences, such as extra pillows, via a 
database. This information should be used by employees the next time the guest returns to 
the hotel. Satisfied employees will take this extra step to make guests feel important and 
recognized. However, if hotel employees are not feeling engaged or appreciated themselves, 
they may not take that extra step and may fail to enhance the guest experience. It has been 
estimated that in a 200- to 300-room luxury hotel, there are as many as 5,000 interactions 
between guests and staff per day; in other words, thousands of opportunities for high 
performance or for mishaps. Four Seasons Hotels and Resorts excels in making its 


interactions with guests very positive. 1 


The cultural attitudes of the organization must change internally to what is called a CRM 
culture if the company is really interested in instituting positive customer service. 
Management must understand the customer and drive its company to developing the best 
experience. Top-management support to align internal processes toward a company’s CRM 


strategy is critical to a CRM program’s success. 12 
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CRM at WestJet 


WestJet is an excellent example of a company that has embraced CRM from the top 
management down. Every employee literally takes ownership in what they do. As 
shareholders of the company, WestJet employees have a heightened sense of customer 
service responsibility uncharacteristic of many employees. Seeing this as a differentiator, 
WestJet launched a series of ads that focused on WestJet’s theme of ownership. 


Employees who take ownership of what they do have 


a heightened sense of customer service 
responsibility. 


Hero Images/Getty Images 


The average business executive goes into CRM thinking it’s only about technology, but if 
cultural attitudes don’t change, employees won’t benefit from the information collected and 
analyzed. If employees don't use the system, the software becomes useless. The most senior 
levels of management need to embrace the business strategy of CRM and move the message 
and tactics of CRM throughout the organization. CEOs need to get the message out to their 
VPs and have them get it out to their managers, down to supervisors, and down to the front 
line. 


Gaining loyal customers is critical to a successful CRM strategy. In that strategy, you can 
ask questions similar to these below: 

e Who are your most profitable customers? 

e Why do your customers buy from you and not the competition? 

e What percentage of your customers are profitable? 


e How can you make profitable customers do more business with you? 


e How do you plan on managing less profitable customers? 


Ultimately, a company should consider the answers to these questions to evaluate the state 
of the firm’s CRM strategy and what culture changes need to be made in order to effectively 
execute the strategy. In the end, technology is an enabler of CRM, but a successful CRM 


strategy is executed by high-performing employees. 13 


CRM at TD Canada Trust 


TD Canada Trust leads Canada’s five big banks in customer satisfaction. Its customer 
relationship management involves building and maintaining profitable customer 
relationships. After the merger of TD and Canada Trust banks, the newly formed 
organization invested $15 million in informing its clients of what to expect of the new 
company. The investment was part of its strategy of client retention and profitability. 
According to TD Canada Trust customer loyalty polls, customers are expecting a higher 


level of customer service and are receiving it. 14 


But if they don’t receive positive customer service, they may not be coming back. Businesses 
are constantly looking for ways to show customers that they care, such as through reward 
programs. Many customers appreciate the perks, but according to the findings of the TD 
Canada Trust loyalty poll, customers want to be treated well. When asked which form of 
appreciation they are most interested in, 49 percent ranked “just good customer service” as 
number one. This was followed by just 18 percent who cited reward programs. According to 
the results, respondents’ definition of good service was friendly staff followed by quick and 


helpful service. 


Social Media and CRM 


2 d A growing number of companies are keeping track of what’s said about their 
brands on social media platforms such as Facebook and X. This activity falls in line with the 
process of CRM because it’s an excellent way to build and maintain a relationship with 
customers. Dell, General Motors, H&R Block, Kodak, and Whole Foods Market are among 
a growing number of companies monitoring X to see what people are saying about their 


brands as well as to provide solutions to customers’ concerns. 


With the ability to create a conversation between companies and customers, social media 
provides an excellent platform for the consumer voice and a great resource for marketers. 
The attention to X reflects the power of new social media tools in letting consumers shape 
public discussion over brands.5 A single X message—known informally as a tweet—sent in 
frustration over a product or a service’s performance, can be read by hundreds or thousands 
of people. Similarly, positive interaction with a representative of the company can help turn 


an unhappy customer into a more loyal one. 


Some companies are hiring social media analytics consultants to monitor social media sites 
such as Facebook and X in order to digest and understand what consumers are saying about 
their brands. These consultants have developed specialized software for their clients to scour 


these sites in real time and to provide actionable insights for smarter business decisions. 
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Tourism and Social Media 


Hotels and airlines were among the first industries to recognize the value of social media 
platforms such as X and Facebook, and to monitor them to respond to angry customers. 
Increasingly, companies are taking the tactic to a new level, trying to listen in on every 
mention of their brands for a real-time gauge of what people think of their offerings, 


competitors, and industry trends. 16 


Consumers are increasingly using tools such as X to contact an airline as opposed to the old 
way of phoning the company. For flyers who have lost luggage or missed a flight, the 


immediacy of social media-based feedback could render toll-free numbers and website 


feedback forms obsolete in the near future. In an industry where every airline essentially 
sells the same commoditized service, airlines that use social media to turn disappointed 
customers into happy ones, or to simply enhance the travel experience, are already setting 


themselves apart and building loyalty. 


Porter Airlines employees scanned social media sites to 


help identify and resolve a customer complaint. 
©Mary Claire/Shutterstock 


Consider this scenario, which actually took place at Porter Airlines. When an unhappy 
passenger found herself waiting in a check-in line that wasn’t moving quickly enough, she 
tweeted her dissatisfaction from her smartphone. At the same time that this was occurring, 
Porter Airlines employees were scanning X traffic and came across the woman’s complaint. 
By the time that passenger got to the front of the line, Porter staff were on hand to directly 
deal with her complaint. 17 


The engagement created by social media cannot be ignored as it may have consequences. 
United Airlines baggage handlers damaged Halifax songwriter David Carroll’s $3,500 
custom-made bass guitar on a flight from Halifax to Chicago. Carroll spent nine months 
seeking compensation by sending emails, writing letters, and calling airline representatives, 
all to no avail. Carroll, deeply frustrated and out of options, wrote a song entitled “United 
Breaks Guitars” and uploaded it to YouTube. The catchy song went viral, with 150,000 views 


the day it went live and nearly 10 million since then. 


United Airlines finally relented and, at Carroll’s request, donated the $1,200 he paid for 
repairs to charity. It’s interesting to note that within four days of the song going online, the 


bad PR caused United Airlines’ stock price to suffer a plunge of 10 percent, costing 


shareholders $180 million. After the incident, United Airlines created an X presence, but 


approaches social media with a more controlled strategy. 18 


Dave Carroll got his revenge after United Airlines broke 


his guitar. 
Andrew Vaughn/The Canadian Press 


Credibility Issues of Social Media 


One of the temptations for a company is to encourage consumers to say positive things 
about its brand on a social media platform. In 2009, Ford promoted its new Fiesta 
subcompact by letting 100 consumers drive the car for free for six months, gas included. All 


they had to do was blog, tweet, and post about the car. 


There exists the possibility that they were more likely to say good things about the car as a 
result of the freebie, instead of truly giving their unbiased opinions. Although credibility may 
have suffered as a result of this campaign, the underlying strategy for Ford was engagement. 
Even though there are not a lot of Fiestas on the road, Ford believes in social media as a 
means T ~ the tech-savvy consumer, and it relaunched a similar social media campaign 
in 2014. 
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Ford used social media to promote its Fiesta 
subcompact car. 


©Paceman/Shutterstock 


Critical Thinking for Marketing 


1. Why is customer relationship management so important to businesses? 


2. Describe how companies are using social media in their relationships with customers. 


Customer Acquisition and Retention 


3 d CRM starts by building customer relationships. Data-driven programs can examine the profiles of a company’s 
most-popular customers and use these characteristics to find prospective customers. After a company has found 
commonalities among profitable customers, it can use this information to accurately target potential customers with the 


same profile. 


Once customer relationships are established, CRM shifts to maintaining profitable customer relationships. A company that 
builds strong relationships with customers will retain these customers, resulting in more sales and profits than the company 
would have if it focused only on getting new customers. It’s important to note that making a sale to a current customer is way 


less expensive than making a sale to a new customer. 


e Listening to customers is as important as—if not more important 


than—talking to them.?? 


Listening to customers is as important as—if not more important than—talking to them. Some business-to-business (B2B) 
companies are now making a special effort to ask customers when and how they would like to be contacted by the company. 
This information is placed in a database so that it is readily available. This practice shows respect for loyal customers’ time 
and allows companies to direct the brand communication in a way that is appropriate. Moreover, communicating with 


customers is a key strategy for businesses to ensure they are thought of and retained. 


The increased profitability that is associated with customer retention is due to several factors that occur after a relationship 
has been established with a customer. Furthermore, by choosing the right customer, nurturing the right customer, and 
allocating resources to the right customer, profitability can be further enhanced. CRM can create numerous benefits to an 
organization including understanding, acquiring, and retaining customers. Why CRM can help increase profitability through 


customer retention is explained by the following factors: 


« The cost of acquiring a customer occurs only at the beginning of a relationship, so the longer the relationship, the lower 


the amortized cost. 
e Long-term customers tend to be less inclined to switch, and also tend to be less price sensitive. 
« Long-term customers may initiate word-of-mouth activity and referrals. 


Customers are also making decisions on a company based on their views on sustainability. The Making Responsible 


Decisions box, | Sustainable Sales, shows how Salesforce acts as a leader in this area.2/ 


Making Responsible Decisions 


Sustainable Sales 


If not done properly, marketing can be a wasteful exercise. You can spend tens of thousands of dollars on a mail 
drop that not only yields little return, but also creates wasteful unread marketing materials. Fortunately, 
companies like Salesforce can not only reduce the marketing waste that companies create, but they also set an 
example for corporations when it comes to sustainability. 


Salesforce Announces 
Sustainability Cloud Scope 3 Hub 
and New Climate Commitments to 
Create a More Sustainable Future 


Salesforce is helping support sustainability. 


© Copyright 2022 Salesforce, Inc. 


Founded in 1999, Saleforces partners with companies to create solutions that take advantage of cloud 
computing, blockchain technologies, and artificial intelligence. In 2021, the global leader in CRM announced that 
it uses 100 percent renewable energy for its operations. Its reduction strategies are focused on the organization’s 
supply chain, and infrastructure, as well as business travel and work-from-anywhere arrangements. Salesforce 
aspires to help businesses sequester 100 gigatons of carbon by conserving, restoring, and growing one trillion 
trees and protecting the oceans. It also used its technology expertise to launch Net Zero Cloud, a software 
helping companies with their sustainability data management. 


More and more customers want to do business with organizations that are committed to climate action and 
protecting the environment. A business leader like Salesforce helps businesses work towards that future. 
Salesforce has six sustainability priorities, including emissions reduction, carbon removal, ecosystem restoration, 
education, regulation, and innovation. And Salesforce believes business does not have to choose between profit 
and purpose anymore, as it is showing how both can be measured. 


Questions 
1. What do you think of when you receive paper account statements and marketing materials? 


2. What is the impact on companies and consumers if more and more organizations use digital marketing assets? 


Loyalty Programs 


One way to retain customers is through loyalty programs. In Canada, customers have created emotional connections to 
loyalty programs such as the Air Miles Reward Program. Air Miles is Canada’s largest loyalty program; Air Miles can be 
earned through more than 100 different sponsors, and there are almost 1,000 different rewards that can be redeemed. BMO 
Bank of Montreal offers an Air Miles-sponsored program, and TD offers an Aeroplan program.22 Loyalty programs were 
not always as advanced as Air Miles. In fact, the oldest and best-known loyalty program in Canada is Canadian Tire Money. 


Loblaw offered the President’s Choice Financial MasterCard, with which consumers can get PC points that can be redeemed 
for groceries. And, the Shoppers Drug Mart Optimum card was a very successful loyalty program. When Loblaw bought 
Shoppers Drug Mart, it merged the two popular loyalty programs into a single PC Optimum program. Loyalty programs 
have become a way for one company to differentiate itself from another, but these differentiations come with high 
expectations from Canadians. 


Page 331 


Although businesses appreciate all their customers, CRM practices allow them to distinguish between the loyalty habits of 
their customers. In most product categories, a small number of heavy users accounts for a large percentage of a brand’s sales 
and profits. Heavy users are customers who buy an above-average amount of a given brand. 


According to Pareto’s Rule, a rule of thumb named after Italian economist Vilfredo Pareto, 80 percent of a brand’s sales 
come from 20 percent of its customers. Heavy users should be rewarded differently than light users. The implication here is 
to take special care of the 20 percent by offering them better rewards than the remaining 80 percent. Databases allow 
companies to do more than merely recognize their customers. Companies that surprise and delight their high-profit 
customers with reward programs are more likely to keep these customers in the long run. 


Consider the loyalty program at Starwood Hotels & Resorts, which has such brands as Sheraton and Westin. The chain 
offers a different twist on personalizing a loyalty program. As well as the usual system of accumulating points that can be 
redeemed for free rooms, Starwood Preferred Guest program members can use their points to bid for special experiences. 
The Moments program allows members to take part in online auctions to bid for “insider access” to red-carpet premieres, 
closed rehearsals with top musicians, private dinners with celebrity chefs, or rounds of golf with PGA Tour pros. 


Members of the Moments program can hone their golf skills with a hands-on clinic led by PGA Tour Professional Jason 
Gore. Members learn golfing techniques from Gore and then test out their new skills with 18 holes of challenging play, where 


Jason joins the member for several holes and offers tips along the way.24 


Canadian banks have unique loyalty offerings as well. These can take the form of multi-product rebates, as well as credit 


cards offering rewards programs. The rewards from these cards can be redeemed for travel and other incentives.2> 


In addition to rewarding customers, loyalty programs provide businesses with a wealth of information about their customers. 
This information is the raw material for data mining, which is discussed in the next section. 


Privacy 


With technology becoming more pervasive in our culture and companies having access to more and more consumer 
information, the Canadian government has extended the responsibilities of the Office of the Privacy Commission of Canada 
to the private sector. This office acts as an advocate for Canadians on their rights to privacy. The Personal Information 
Protection and Electronic Documents Act (PIPEDA) established rules for how personal information is handled during the 
course of business. 
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Personal information can be collected only through lawful means. Consumers need to consent to the information being 
collected, while companies need to protect the information and cannot use it for purposes other than what was originally 
intended. 


Furthermore, in 2014, the Canadian government introduced anti-spam legislation. Given the ease of accessibility to 


consumer information, this legislation is intended to protect Canadians from unwanted communications and threats.26 


66 In addition to rewarding customers, loyalty programs provide businesses with a wealth of information about their customers.?? 


Database Marketing 


4 d Database marketing is an essential practice for enhancing the customer 
experience. It is significant to a company’s success in identifying its customers and 
customizing its service offerings. Over time, company’s collect, process, and analyze 
information on their customers, potential customers, and competitors. Through careful 
analysis, companies can better recognize customer needs and adjust accordingly to meet and 
exceed expectations. Whether through traditional means or social networks, database 


marketing can help companies improve customer loyalty.27 


Data Mining 


How does a company use the reams of information in its databases? One answer is data 
mining. Data mining is an efficient way to sort through large amounts of data to find 
relationships between variables. It is a process of analyzing customer patterns and insights 

to make better marketing decisions. By spotting trends and relationships among the reams of 
information, data mining can help specifically target customer segments to meet their needs. 
Since data mining is growing in its impact to customer satisfaction and developing business 
opportunities, companies need to place more emphasis in getting customer information in 
the hands of sales and support staff to make a difference. Effective integration of data 
mining in a company’s CRM strategy will allow for improved customer service and sales 


performance.28 


Loyalty programs supply a lot of information that can be used for data mining purposes. 
Information that customers supply when they apply for a loyalty program can be tied to 
their purchase behaviour. Data mining can then be used to find patterns in consumer 


behaviour and also help marketers with customer segmentation. 


All the data about customers is stored in a central place, called the data warehouse. A data 
warehouse can be thought of as an electronics library where all the information is indexed. 
Once the data warehouse brings the data together, the company uses data mining techniques 


to find insights about customers. 


There are multiple examples of how CRM and data mining techniques positively impact 


retail organizations in Canada. For example, Royal Bank of Canada has invested in its CRM 


strategy. It considers CRM a core strategy and attributes it having a positive impact to its 
revenue growth and profitability. The deeper the data can be analyzed, the better insights 
that can be made. 


A second example is Canadian Tire. Data mining enabled the retailer’s credit card division 
to create psychological profiles of its cardholders that were built upon alarmingly precise 
correlations. Data mining revealed that cardholders who purchased carbon-monoxide 
detectors, premium birdseed, and felt pads for the bottoms of their chair legs rarely missed a 
payment. On the other hand, those who bought cheap motor oil and visited a Montreal pool 
bar called Sharx were a higher risk. Canadian Tire leveraged these learnings and is now 


quite an innovator in digital marketing.22 


A third example of data mining involves Metro, a chain of supermarkets in Ontario and 
Quebec. Its bottled juices traditionally were placed on the shelves by brand. But data mining 
information showed that consumers preferred the juices to be shelved by flavour. Metro 
made the change and sales of juices increased, and the chain continues to be flexible in its 


offer to the evolving consumer.>! 


Critical Thinking for Marketing 


1. Apply Pareto’s Rule when considering managing relationships with 1,000 customers of a 


coffee shop. 
2. Give three examples of loyalty programs, and explain why they are effective. 


3. How does data mining allow for more effective marketing programs? 
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Customer Lifetime Value 


In customer relationship management, a company focuses on its relationship with customers 
with the ultimate goal of creating an unbreakable bond with its customers. Companies are 
starting to focus on the value of a customer when that customer remains loyal to the firm 


over the customer’s lifetime. This is referred to as customer lifetime value. 


Carl Sewell, a successful car dealer and author of a book called Customers for Life, looks at 
each customer as an investment. If he can provide each customer with excellent customer 

service, that customer will likely remain loyal to Carl’s dealership in the future. In a sense, 
that customer may have a lifetime value to Carl of hundreds of thousands of dollars. 


Knowing this, Carl keeps an insightful perspective on dealing with customers.>~ 


An example of Carl’s insight involved a customer who came to pick up his car after servicing 
and noticed that his tennis racquet, which he had left in the car, was gone. Under normal 
circumstances, a dealer would say that it is not responsible for items left in a car. Carl 
Sewell, on the other hand, went over to the customer and apologized for the mishap. He 
then proceeded to write a cheque for replacement of the racquet. Carl knew that it was not 
worth jeopardizing an investment of hundreds of thousands of dollars over the price of a 


tennis racquet. 


A concept very close to customer lifetime value is share of wallet. CRM techniques can help 
marketers get a larger share of a customer’s purchases from that company. Here’s an 
example of how a bank can increase its share of wallet. The bank that holds a customer’s 
mortgage and chequing account may learn at some point that the customer has children and 
may then try to sell the customer a registered education savings plan. Another example of a 
company increasing share of wallet is Shoppers Drug Mart. A customer with a PC Optimum 
card who purchases cosmetics may receive subsequent communications from Shoppers that 


offer coupons for related cosmetic products. 


Critical Thinking for Marketing 


1. Why is customer lifetime value important for companies to calculate? 


2. Why do companies want to increase share of wallet? 


CRM and Customer Reacquisition 


5 d Companies are realizing that losing a customer means more than losing a sale. It 
means losing the entire future stream of purchases that the customer would make over a 


lifetime of patronage. 


Customers stop buying from a company for a variety of reasons. Very often, the reason can 
be poor customer service as opposed to something inherently wrong with the brand. The 
first step in customer recovery is to find the customer who is in jeopardy of being lost to the 


company. The longer customers stay away from a business, the less likely they are to return. 


Because customer databases capture purchases, computers can be programmed to 
periodically examine transaction frequencies and create a list of all customers who have not 
made a purchase within a set period of time. Because each customer generally has a certain 
purchase frequency, software can determine when each customer’s purchase frequency has 
been broken. After lapsed customers are identified, the second step is to contact them to 
determine why they have stopped buying and potentially prepare an appropriate offer.>> If 
the problem is resolved, the lapsed customer may become a very loyal customer because the 


firm has shown interest in them. 


Retaining Marginal Customers 


CRM allows firms to use information technology to quantify the value of individual 
customers in terms of sales and profits. High-value customers are provided with better 
privileges, discounts, or other inducements. CRM analysis shows that a small proportion of 
customers contribute to a large percentage of profits, and that many customers are 


unprofitable. 


Many firms are beginning to jettison or fire their low-value customers and are focusing their 
time on their high-value customers. In 2007, CNN reported that Sprint had dropped about 
1,000 customers who were calling the customer-care centre too frequently—40 to 50 times 


more than the average customer every month over an extended period.>4 


Firing low-value customers seems to be a common-sense approach, but in some cases there 


is a danger. If a company is left with only high-value customers, this leaves the company 


open to poaching by competitors if they are aware of its customer base. 


Critical Thinking for Marketing 
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Summary...just the facts 


1 d e Customer relationship management (CRM) focuses on using information about customers to build and 
maintain profitable customer relationships. 


e Customer experience management (CEM) involves managing customer interactions to build brand equity and 
improve long-term profitability. 


2 d ¢ A growing number of companies are keeping track of what’s said about their brands on social media 
platforms such as Facebook and X. This activity falls in line with the process of CRM, because it’s an excellent way 


to build relationships with customers. 


3 d e One way to retain customers is through loyalty programs. It should be noted that all customers should be 
rewarded, but not all customers are the same. In most product categories, a small number of heavy users account for 
a large percentage of a brand’s sales and profits. 


4 d e Companies use database marketing to collect, process, and analyze information on their customers, 
potential customers, and competitors with a goal to improve customer loyalty. 


« Data mining is an efficient way to sort through large amounts of data to find relationships between variables. 


e Companies are starting to focus on the value of a customer if that customer remains loyal to the firm over the 
customer’s lifetime. 


5 d e Many firms are beginning to jettison or fire their low-value customers and are focusing their time on their 
high-value customers. 


« Companies are instituting customer reacquisition programs to prevent losing customers. 


Key Terms and Concepts...a refresher 


customer experience management (CEM) 
data warehouse 

database marketing 

loyalty programs 


Pareto’s Rule 


Hands-on... APPLY YOUR KNOWLEDGE 


Online Assignment on Building Relationships Visit the The Paint Channel website at https://thepaintchannel.com/brands. 
Choose two brands and research their websites. Now, determine how you would continue to maintain a long-term 


business relationship with these organizations. 


Chapter Vignette... ACTIVITY 


The opening vignette illustrates the importance of customer relationship management to build a successful business. 
Answer the Reality Check questions at the end of the vignette as well as in the Marketing Matters box, 


i Made to Order. 
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Marketing YOU 


Building strong relationships includes listening to customers to find out about their needs. Similarly, the job interview 
process is an opportunity to listen and find out from the interviewer about the organization’s needs. 


Consider the interview to be a two-way exchange. While the company is interviewing you to determine if you are a fit, 
you are also determining if the organization is a fit for you. You are evaluating the organization’s culture, values and work 
style. Also, think of your interview as an opportunity to build relationships with new or future employers. Consider the 
different strategies that companies use to keep in contact with their customers and apply them to building your industry 
network. 


Employers are interested in candidates that demonstrate they have researched the organization and can share reasons 
why they want to work there. Be authentic. Just think of what you like and admire about the firm. Perhaps it is the 
organization’s position on the environment. Or perhaps you feel their products or services are innovative and offer 
customers great solutions. Is there something you can identify about the organization that you connect with? Do the 
company’s values align with your values? Be prepared to share this information with employers. 


Activity: 


It is quite common for the interviewer to ask you at the end of the interview if you have any questions for them. This is 
an opportunity to further explore if the organization is a fit for you and aligns with your ikigai findings. Come prepared 
with a few questions. The questions could be about the role or about the company/work environment.2> Add some 
additional questions to the lists below: 

Questions about the role: 

1. Can you tell me about the day to day responsibilities of the role? 

2. What are you hoping a successful hire will achieve in the first three months? 

3. What is a typical career path for someone in this role ? 


4.2? 


Questions about the company/work environment: 

1. What do you like best about working for this company? 
2. What is the organization’s management style? 

3. How does the team interact with each other? 


4.2 


PART 5 
PUTTING IT ALL TOGETHER 


Chapter 15 


Strategic Marketing Planning 


B people seated around a table and having a discussion in an office room. 


Monkey Business Images/Shutterstock 


LEARNING OBJECTIVES 


Lok J Describe how strategy is developed at the corporate, business unit, and functional levels in an organization 
2 d Define the concepts of business, mission, and goals, and explain why they are important in organizations 
d Explain why managers use marketing dashboards and marketing metrics 

d Discuss how organizations formulate strategies 

d Outline the strategic marketing process 


CHAPTER OUTLINE 


= Building long-term business relationships 
= Organizational structure and strategy 
a Setting strategic directions 


= The strategic marketing process 


CHAPTER FEATURES 


To "B" or not to "B" 


Learn about companies whose strategy is to use business as a force for good. 


The Power of Dove 


How the Dove brand helps lift people up. 


Personal finances can be challenging for Canadians. Whether it is managing on a fixed budget in college, saving for retirement, or 
eventually living on a fixed income when retired, valuable advice from experts in the financial services industry can help Canadians achieve 
their financial goals. In the financial services industry, the only constant is change. With a new securities self-regulatory organization 
established in 2023, strong partnerships need to be formed to ensure existing and future financial professionals receive the training and 


resources they require. 


As the company celebrated its 15-year anniversary, SeeWhy Learning executives reflected on their impact on the financial services industry. 
More than three decades ago, the Canadian banking industry designed services specifically focused on future generations. By cultivating a 
youth market, banks began to reap the rewards from post-secondary graduates. They built relationships with them at an early age, and these 
individuals became loyal and profitable bank customers. 


Today, these Canadians, and future generations, face challenges with growing household debt. Although challenging economics and high- 
risk lending products may contribute to this issue, certain trends have been identified with respect to demographic and geographic 


characteristics. 
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The debt level of Canadians continues to grow and could partly be explained by the speed at which purchase decisions are now being made. 
For example, it is now possible to buy a brand-new car online and have it delivered without even setting foot in a dealership. 


Consumers also have access to many credit options that facilitate their growing debt. Many mortgage products give the borrower access to 
a line of credit where the available balance increases as the mortgage is paid down. Credit can be an excellent financial tool but can also 
create havoc with an individual’s finances if not used responsibly. Unfortunately, solutions for individuals struggling with debt are unclear, 
making it difficult for consumers to access the right advice. 


The majority of SeeWhy Learning’s corporate clients are large financial services organizations that provide advice to Canadians. These 
organizations understand the financial challenges that Canadians face and provide access to qualified advisors across Canada to help them. 
The fundamental financial principles taught by financial advisors can be life changing, but financial advisors need to have an established 


foundation of knowledge before they set out in their careers. 


“Large financial institutions are experts at attracting entrepreneurially minded individuals who wish to build their own practice within the 
support structure of a large respected financial institution,” says Cory Snyder, sales director. To begin their careers, representatives are 
typically required to complete various proficiency licensing courses as well as fulfill regular continuing education requirements. That is 
where they turn to partners like SeeWhy Learning. 


Similar to many organizations, SeeWhy Learning’s marketing plan involved completing a situation analysis. Once it understood its 
strengths and weaknesses, the organization began developing and positioning its product. It set goals and developed a marketing program 
that would allow it to achieve those goals. It continues to execute and evaluate its marketing success as it acquires new clients and grows as 
an organization. 


In 2008, SeeWhy Learning began with a simple strategy to grow the number of corporate clients it works with. This required it to increase 
the number of retail customers who independently purchase SeeWhy’s tools via its online delivery channels. “Early on, we realized that 
large financial institutions were not receptive to cold calls,” says Cory. “We needed a different strategy. We decided to focus all our energies 
on developing excellent study tools. Our strategy was to ‘build a better mouse trap’ in anticipation that corporate clients would take notice 
and come to us for company-wide training solutions along with corporate pricing.” 


The strategy proved successful, as most of SeeWhy Learning’s corporate clients were a direct result of feedback received from their 
employees who purchased SeeWhy Learning tools independently. “We were confident we were on the right track when we secured our very 
first contract with one of the big six, banks” says Cory. “We also work closely with several colleges, as it gives us the opportunity to give 
back to the community. We understand that many of today’s finance students will eventually become tomorrow’s key decision makers at 
various institutions.” 


SeeWhy Learning’s marketing strategy evolved with the Canadian consumer. The organization adapted to how consumers were engaging. It 
has built its training programs in such a way that a student with as little as five to ten minutes to spare can still have an effective, mini study 
session. Reading a textbook or study guide is “old school,” but still effective, and remains a part of its blended learning approach. 
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SeeWhy has also embraced newer technology, such as micro-learning and e-learning video lessons. Most of its videos are three to five 
minutes in length, ideal for a student with only a few minutes to spare. “While our study coaches are the best in the industry, our training is 
made even more effective with the visual aspect that video can provide,” says Academic Director Jason Knell. “We strive to hire study 
coaches that are passionate about training, and it shows.” Jason leads by example and loves to soak up new knowledge. His team often 
jokes that due to his credentials, he has more letters after his name than in his name. 


The team continues to expand, hiring recent college and university graduates who bring new skills and perspectives to the table. However, 
these new hires must be open to coaching and further development by working closely with more tenured study coaches. 


More recently, realizing today’s youth are tomorrow's clients, SeeWhy Learning sought to expand its reach by marketing itself on multiple 
social media platforms, including those predominantly used by a younger demographic. For example, the SeeWhy YouTube channel 
includes over 100 videos that are geared to both students and to the general public who simply want to improve their financial knowledge. 
Many of its YouTube viewers and subscribers convert to paying customers by registering with SeeWhy. 


“We don’t aim to sell our viewers a product,” says Andre Samuels, director of training. “We want to help them achieve a result.” To fulfill 
that promise, SeeWhy Learning employs a success-based guarantee in its retail-level pricing model. Many SeeWhy Learning products carry 
an unprecedented, “If you don’t pass, you don’t pay” guarantee. This guarantee has very few conditions and is outlined on the company’s 


website, E SeeWhyLearning.com. 


SeeWhy Learning actually structured its pricing model based on the real estate industry, whose licensing exams it also supports. Much as a 
real estate agent doesn’t get paid until a house is bought or sold, SeeWhy doesn’t view its job as complete, or the money earned, until the 
student is successful on their exam. It realized that its clients do not come to SeeWhy Learning specifically for training tools. Instead, they 
want to achieve success. Therefore, exam success is really SeeWhy’s product. The way SeeWhy stands behind its products also 
demonstrates to clients that it believes in the quality of what it offers, and it holds the company accountable to continually improving its 
products and services. 


“When we began operations, we implemented the innovative guarantee, which would have been costly for established competitors to match. 
We absolutely stand behind our guarantee and do provide some refunds—although the refund rate is very low given the quality of our 
products. We believe the guarantee encouraged students to give us a try and allowed us to gain market share at a critical point in the 
business. We believed it was only a matter of time before we were on our competitors’ radars and needed to achieve critical mass quickly,” 
says Cory. “That was part of our strategy.” 


While the money-back guarantee was implemented to gain market share quickly, it still remains part of the company’s core strategy. The 
trainers and curriculum team enjoy being held accountable to such a high standard. 


Today, SeeWhy Financial Learning is well known for offering quality training solutions and continues to expand its offerings. In 2021, 
SeeWhy was approved by the Canadian Insurance Services Regulatory Organizations (CISRO) as an official national course provider of 
the Life License Qualification Program (LLQP). This was a milestone achievement that was years in the making, and SeeWhy stakeholders 
and clients have every reason to be excited about what lies ahead.! 


reality CHECK @® 


As you read Chapter 15, refer back to the SeeWhy Learning vignette to answer the following questions: 


e Use the strategic marketing process to describe how SeeWhy Learning built its strategic partnerships, and grew 
over the past 15 years. 


e What marketing initiatives do you think were particularly successful? Why do you think that? 


Organizational Structure and Strategy 


1 d This chapter describes how organizations set their mission and overall direction and link these activities to 
marketing strategies. As consumers become more concerned about a company’s impact on society, marketing strategy may 
need to be linked to the social goals of the company’s mission statement. This chapter also focuses on strategic planning and 


the role it plays in the marketing process. 


Kinds of Organizations 


Today’s organizations can be divided into business firms and not-for-profit organizations. A business firm is an organization 
that serves its customers in order to earn a profit. Profit is the excess of revenues over costs, the reward to a business for the 
risk it undertakes in offering a product for sale. In contrast to business firms, a not-for-profit organization is an organization 
that serves its customers but does not have profit as an organizational goal. For simplicity, however, we use the terms firm, 


company, corporation, and organization to cover both business and not-for-profit operations. 
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Marketing and the Three Organizational Levels 


All organizations should have a strategic direction—that is, they should have an idea of what they hope to achieve and how 
they plan to achieve it. Marketing not only helps set the direction but also helps the organization get there. Large 
organizations are complex and may consist of three organizational levels whose strategies are linked to marketing. 


i Figure 15-1 illustrates the three levels of strategy in an optimal organization. 


Figure 15-1 The three levels of strategy in organizations: corporate, business unit, and functional 


Information ; Research and A F Human 
Finance Marketing Manufacturing 
systems development resources 


At the corporate level, top management directs overall strategy for the entire organization. Multimarket, multiproduct firms 
such as General Electric or Unilever really manage a group of different businesses, variously termed strategic business units 


a 


(SBUs), strategic business segments, or product-market units (PMUs).” Each of these units markets a set of related products 
to a clearly defined group of customers. Management at the corporate level focuses on the interests of the shareholders of the 
firm, as measured by stock performance and profitability. 


Similar to adjusting trajectory in the game Angry Birds, marketers make 
slight adjustments after executing their strategies. 


OlegDoroshin/Shutterstock 


The business unit level has business unit managers who set the direction for individual products and markets. Strategic 
direction is more specific at the business unit level of an organization. For less complex firms with a single business focus, 
the corporate and business unit strategies may merge. Unilever has provided products such as Sunlight and Vaseline to 
Canadians for over 100 years. Another example of one of its strategic business units is Ben & Jerry’s, a premium ice cream 


company with fun flavour names.> 


At the functional level, each business unit has marketing and other specialized activities such as finance, manufacturing, or 
human resources. The name of a department generally refers to its specialized function, such as the marketing department or 
information systems department. At the functional level, the strategic direction becomes very specific and focused. 
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In a large corporation with multiple business units, marketing may be called on to assess consumer trends as an aid to 
corporate planning. At the business unit level, marketing may be asked to provide leadership in developing a new, integrated 
customer service program across all business units. At the functional level, marketing may implement an advertising 
campaign. 


Strategy Issues in Organizations 


2 d Organizations need a reason for their existence—and a direction. This is where their business, mission, and goals 
converge. We’ll discuss each below. È Figure 15-1 illustrates the different organizational levels in a business. Business and 


mission apply to the corporate and business unit levels, while goals relate to all levels. 
Strategy Defined for Business Plans and Marketing Plans 


As discussed earlier, an organization has limited resources available to produce and market its offerings. Since it cannot 
possibly do everything, it must develop strategies to focus and direct the resources it has to achieve its goals. Unfortunately, 
the definition of strategy is debated among management and marketing theorists, so for our purposes, we will define strategy 
as an organization’s long-term course of action designed to deliver a unique customer experience while achieving its goals.4 
Once the strategy of an organization or an organizational initiative is defined, business leaders collaborate to develop a 
marketing plan. 


Getting ideas and goals down on paper is the first step to making them into reality. The business plan becomes a valuable 
tool for organizations to do this. It is a document that can help convey the value of your company to investors, employees, 
and future partners. Business plans help identify the strengths, weaknesses, opportunities, and threats of a business, as well 
as help develop accurate financial forecasts. Essential to the overall business plan, a marketing plan helps a business develop 
the right products to address customer needs, establish the best way to promote the business, and determine where the 


product will be distributed. Advertising and communications are also important components of the marketing plan.> 


The Business 


Organizations such as Canadian Blood Services and your college or university exist for a purpose—to accomplish something 
for someone. At the beginning, most organizations have clear ideas about what something and someone mean. But as the 


organization grows over time, often its purpose becomes fuzzy and unclear. 


This is where the organization repeatedly asks some of the most difficult questions it ever faces: What business are we in? 
Who are our customers? What offerings should we provide to give these customers value? One guideline in defining the 
company’s business is to try to understand the people served by the organization and the value they receive, which 
emphasizes the critical customer-driven focus that successful organizations have. 


In a now-famous article entitled “Marketing Myopia,” Harvard professor Theodore Levitt cited railroads as organizations that 
had a narrow, production-oriented statement of their business: “We are in the railroad business!” This narrow definition of 
their business lost sight of who their customers were and what their needs were. Railroads saw only other railroads as 
competitors and failed to design strategies to compete with airlines, barges, pipelines, trucks, bus lines, and cars and may 
have fared better over the past century by recognizing they are in “the transportation business.” Examining business from a 
broader perspective allows you apply this concept to companies such as Disney. Disney is not in the movie and theme park 
business, but rather it is in the business of entertainment, creating fun and fantasy for customers. 


The Mission 


By understanding its business, an organization can take steps to define its mission, a statement of the organization’s scope, 
often identifying its customers, markets, products, technology, and values. Today often used interchangeably with vision, the 
mission statement frequently has an inspirational theme—something that can ignite the loyalty of customers, employees, and 


others with whom the organization comes in contact. 
Inspiration and focus appear in the mission statements of business and non-profit organizations. Even if the businesses are 
different, their mission statements can exhibit similar qualities: 


- Ben & Jerry’s (Product Mission): “To make, distribute and sell the finest quality all natural ice cream and euphoric 
concoctions with a continued commitment to incorporating wholesome, natural ingredients and promoting business 


practices that respect the Earth and the Environment.” 


Canadian Blood Services: “... operates Canada’s blood supply in a manner that gains the trust, commitment and 


confidence of all Canadians by providing a safe, secure, cost-effective, affordable and accessible supply of quality blood, 


blood products and their alternatives.” 


« MEC: “... to support our members to lead active outdoor lifestyles.” 


Each mission statement illustrates clear direction and challenging and compelling pictures for their futures. Ben & Jerry’s 
goes so far as to add a mission focused on social responsibility as well as a mission for its product. IBM has put strategy in 
place to create a “smarter planet.” It is driven by three core values that help it create its mission statement. 
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Organizations must connect not just with their customers but with all their stakeholders. Stakeholders are the people who are 
affected by what the company does and how well it performs. This group includes employees, owners, and board members, 


as well as suppliers, distributors, unions, local communities, governments, society in general, and, of course, customers. 


Communicating the mission statement is an important corporate-level marketing function. Some companies publish their 
mission statement on their website or in their annual reports. One British Columbia company has its mission statement on a 
huge wall poster in its manufacturing facility, and every employee reads and signs it. 


The Making Responsible Decisions box, F To "B" or not to "B" discusses the benefits a company that adheres to corporate 


values can bring to society. 


Making Responsible Decisions 


To "B" or not to "B" 


Many Canadian companies have chosen a strategy that puts social and environmental issues in line with their 
pursuit of profits. This can be a key differentiator as Canadian consumers are becoming more aware of and 
accountable for their own sustainable practices. Unfortunately, not all companies are transparent in their green 
practices, and there have been instances of greenwashing as well as shared sustainable initiatives that are really 
doing harm rather than good. 


Fortunately, there are organizations that provide guidance about good sustainability practices, help companies 
hold themselves accountable, and even grant certifications to those that are maintaining the highest standards of 
sustainable impact. 


B Lab is a non-profit organization that certifies companies as Certified B Corporations. The “B” stands for benefit. 
Certified B Corporations go beyond creating shareholder value and hold themselves accountable to other 
stakeholders, including the environment, their employees, and the local community. B Corps are take this 
commitment seriously, going as far as changing their corporate charter to hold directors and officers accountable 
to all stakeholders. This legal requirement can create a distinction between a company that has sustainable 
initiatives to one that is evolving to become a sustainable organization. 


Some organizations have decided their strategy is to use business as a 
force for good. 
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B Corporations were first certified in 2007, and today there are over 6,000 B Corporations in 80-plus countries. 
Certified B Corporations meet high standards in various stakeholder categories, and have strong employee 
benefits and philanthropic impact on their communities. Though these organizations tend to be small- and 


medium-sized businesses, industry leaders like Ben & Jerry’s and Patagonia are examples of large organizations 
leading the sustainability initiative. 


Although it has taken over 25 years to reach its current level of awareness, the future of B Lab and similar 
certification organizations is bright. More and more Canadian consumers, and consumers around the world are 
holding their brands accountable. People are looking at success beyond profits, and want to work with 
companies that understand that people and the planet matter just as much as making money. 


The Certified B Corporation application is not an easy one. Excelling at social and environmental performance, 
public transparency, and legal accountability has not been the norm. B Corps declare that they “must be the 
change we seek in the world,” and “that, through their products, practices, and profits, businesses should aspire 
to do no harm and benefit all.” For the companies that choose to go this route, it is definitely a benefit for the 
consumers that choose to do business with them. 


Questions 
1. What would have to be true for an organization to pursue a B Corp certification? 


2. Why do you think companies choose not to pursue a B Corp certification or any other type of certification? 


Goals 


Goals or objectives take an organization’s mission and translate it into targeted levels of performance to be achieved within a 
specific time frame. These goals measure how well the mission is being accomplished. Goals exist at the corporate, business 
unit, and functional levels, which were shown in [F Figure 15-1. All lower-level goals must contribute to achieving goals at 


the next highest level. 
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Business firms can pursue several different types of goals: 
- Profit: Most firms seek to maximize profits—to get as high a financial return on investment (ROT) as possible. 
e Sales: A firm may elect to maintain or increase its sales level even though profitability may not be maximized. 


« Market share: A firm may choose to maintain or increase its market share, sometimes at the expense of greater profits if 
industry status or prestige is a desired goal. Market share is the ratio of sales revenue of the firm to the total sales revenue 


of all firms in the industry, including the firm itself. 

e Quality: A firm may target the highest quality, as Rolex does with its luxury wristwatches. 

« Customer satisfaction: Customers are the key to an organization’s success, so their perceptions and actions are of vital 
importance. Their satisfaction can be measured directly with surveys. 

e Employee welfare: A firm may recognize the critical importance of its employees by having an explicit goal stating its 
commitment to good employment opportunities and working conditions. 

e Social responsibility: A firm may seek to balance conflicting goals of stakeholders to promote overall welfare, even at the 
expense of profits. For example, MEC focus on corporate social responsibility. has helped underscore that applying 
socially responsible practices makes good business sense, adds to the bottom line of many Canadian companies.” 


Canada’s Biggest Companies 


1. Royal Bank of Canada 
2. Toronto Dominion Bank 
3. Enbridge 


4. Canadian National Railway 


5. Canadian Pacific Railway 
6. Bank of Montreal 
7. Canadian Natural Resources 


8. Scotiabank 


9. Thomson Reuters 


10. Shopify 


Source: “10 Biggest Canadian Companies by Market Cap 2023,” Canada Telecommunications, February 21, 2023, www.ctca.ca/ 10-of-the-biggest-canadian-companies/. 


Goals keep organizations focused and achieving goals help companies grow. Many organizations (for example, museums, 
symphony orchestras, and private schools) do not seek profits as a primary goal. These organizations strive to serve 
consumers as efficiently as possible. Government agencies also perform marketing activities in trying to achieve their goal of 


serving the public good. 
Marketing Budgets and Financials 


Clearly stating goals in a marketing plan is important. Aligning marketing objectives and financial objectives of a company is 
also important since discrepancies between chief marketing officer (CMO) and chief financial officer (CFO) activities can 


have a negative impact on financial results.® 


The break-even analysis and profit equation, discussed in È! Chapter 9, help develop a pricing strategy for products and 

services. With key assumptions, marketing plans need to generate sales forecasts to determine the amount of money or sales 
that will be generated. These sales help the business’s finance team forecast a company’s cash flow and profit and loss for its 
overall business plan. Marketers rely on historical information, emerging trends, and assumptions to look forward, and then 


suggest the potential impact that marketing will have on the company’s success.? 


Determining how marketing spending impacts company profitability is an ongoing challenge for CMOs.!2 with this 
challenge looming, marketers need to be able to prepare accurate budgets for their marketing plans. Since forecasts in 
marketing plans may be relied upon for other decisions, it is important for marketers to ensure that more than one forecast is 
created. Considering realistic, optimistic, and pessimistic forecasts helps decision-makers see expected, best-case, and worst- 
case scenarios. Preparing forecasts and budgets provides an opportunity for companies to predict future revenues and 
expenses while looking for ways to cut costs. To help improve accuracy in budgeting and forecasting for marketing, marketers 


may review past sales, consider upcoming contracts, and propose predictions to potential changes in the market. !! 


Tracking Strategic Performance 


3 d Although marketing managers can set strategic directions for their organizations, how do they know if they are 
making progress in getting there? One answer is to measure performance by using marketing dashboards. 


Once the marketing plan is put into practice, it is immediately evaluated. Measuring the results of a marketing plan is a key 
step in achieving client satisfaction. As we review marketing metrics and dashboards, the tools and technology we are 
discussing today, may be obsolete in a few years. 


Page 343 


Notwithstanding, technology has added value to measuring the results from the investments made in marketing research and 
creative. When describing the importance of metrics, we can relate it to Angry Birds, the video game by Rovio. Before 
metrics and dashboards, marketing plans would be executed with a ready-aim-fire approach. That is, marketers would not 
receive feedback until the campaign was complete. 


The digital age we are in right now allows us to execute marketing plans with an aim-fire-adjust approach. After we execute a 
part of the recruitment marketing plan, we use the metrics to quickly adjust our plan and get closer to our desired result. 


Marketing Dashboards 


A marketing dashboard is the visual display of the essential information related to achieving a marketing objective. Often, it is 
a computer-based display with real-time information and active hyperlinks to provide further detail. For example, a CMO 
may want to see daily what the effect of a new TV advertising campaign is on a product’s sales in order to allocate future 
marketing resources effectively. Dashboards can track other parts of an organization’s business, including the impact of its 
corporate social responsibility endeavours. Similar to a dashboard in a car, marketing dashboards can give feedback at a 
quick glance. 


6€ What the marketing dashboard shows are the key marketing metrics that the organization believes will drive it to success.?? 


MARKETING TIP 


“Our strategy was to build a better mouse trap." 


- Cory Snyder, sales director, SeeWhy Learning 


Marketing Metrics 


Most companies keep their marketing dashboards and metrics proprietary, as the information in the dashboard gives an 
indication as to the organization’s strategy. Marketing dashboards are similar to the accountability report dashboard shown 
in 4) Figure 15-2. The graphic displays of marketing dashboards are key performance measures of a product category, such 
as sales versus cost of sales. Each variable in a marketing dashboard is a marketing metric, which is a measure of the 
quantitative value or trend of a marketing activity or result. The choice of which marketing metrics to display is critical for a 
busy marketing manager, who can be overwhelmed with too much or inappropriate information. 


Figure 15-2 Example of a marketing dashboard 
An effective dashboard, like the one below, helps marketing managers assess ad performance at a glance. 
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B 
Dashboard designers take great care to show graphs and tables in easy-to-understand formats to enable clear interpretation at 
a glance. What the marketing dashboard shows are the key marketing metrics that the organization believes will drive it to 


SUCCESS. 


Critical Thinking for Marketing 


Setting Strategic Direction 


4 d Setting strategic direction for drawing employees or consumers closer to an organization involves answering 
challenging questions: Where are we now? Where do we want to go? How will we get there? 


A Look Around: Where Are We Now? 


Asking an organization where it is at the present time involves identifying its customers, competencies, and competitors. 
More-detailed approaches of assessing “where are we now?” include SWOT analysis, discussed later in this chapter, and 
environmental scanning (@ Chapter 2). It is important for an organization to look internally and externally to assess its 


starting point. These approaches may be carried out at each of the three levels in the organization. 
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MEC distributes Garmin products, another company committed to being a good corporate 
citizen. 
©Ovu0ng/Shutterstock 


Customers 


Tilley Endurables is a Canadian retailer that knows that its customers appreciate the fine hats and travel clothing that Tilley 
makes. Tilley provides an example of a clear focus on customers. Its stores and website give a remarkable statement about its 
commitments to customer relationships and the quality of its products. The Tilley guarantee for its legendary hats has always 
been an unconditional one: “Tilley Hats will be replaced free if they ever wear out, mildew, or shrink.” The same guarantee 
applies to some of their shorts, vests, jackets, pants, and skirts. They are replaced free if they ever wear out, 12 


Competencies 


“What do we do best?” asks about an organization’s competencies—an organization’s special capabilities, including skills, 
technologies, and resources that distinguish it from other organizations. Exploiting these competencies can lead to 
success. 13 In Tilley’s case, its competencies include an obsession with quality. To quote the founder Alex Tilley, “T11 make 
travel clothing! I'll make it the best in the world! And then Ill make it even better!” Tilley Endurables is one of the last 


remaining companies to manufacture all its products in Canada. 14 


Competitors 


After understanding your business internally, it is important to set your analysis externally. In today’s global competition, the 
lines among competitive sectors are increasingly blurred. This may not be as evident in the apparel industry, but consider 
Loblaws. Loblaws competes directly with other supermarkets such as Sobeys. At the same time, it competes against mass 
merchandisers such as Walmart Supercentres, which also carry groceries, and it competes with warehouse clubs such as 
Costco. 


Loblaws also carries many pharmacy items, which puts it into direct competition with pharmacies such as Shoppers Drug 
Mart and Pharma Plus. Shoppers Drug Mart carries many lines of cosmetics, which puts it in direct competition with 
department stores such as Hudson’s Bay, which traditionally carries cosmetics. 


The crucial point: strategic directions must be customer-focused and provide genuine value and benefits to existing and 
prospective customers. There should be clear competency for the organization and a good understanding of competition. 


Strategic directions can also include using your organization's influence and brand power for good. The Marketing Matters 


box, F The Power of Dove, discusses how Unilever is using its Dove brand to help Canadians. /5 


Marketing Matters 


The Power of Dove 


When there are important issues to address, Canadian consumers look to leaders in the industry to help create 
change. Unilever is one of those leaders, and their Dove brand is addressing these issues. The Dove Self-Esteem 
Project is combating the influences that lead to body dissatisfaction and appearance-based discrimination. This 
includes training, addressing digital distortion of photos, and advocating for more diversity in the beauty 
industries. 


The Dove brand is also reviewing its social media, understanding how it can impact Canadian youth. Through the 
Dove Self-Esteem Project, Unilever has targeted the negative mental health effects of social media. With some 
youth feeling like they need to manipulate their own selfie images, the Dove Self-Esteem Project has directly 
addressed the issue by launching campaign videos and partnered with organizations. 


#TurnYourBack 


on Bold Glamour 


a 


Join Ø$in our 
#NopigitalDistortion mission. 


Copyright © 2023 Unilever 


Dove has used research to better understand these problems, and strategically develop marketing programs to 
get its message out. It has also announced support for the Centre for Addiction and Mental Health (CAMH) and its 
Youth Wellness Hubs Ontario (YWHO) network. This support includes programs that driven early intervention, and 
create more inclusive access to youth struggling with mental health. 


The various campaigns that Dove help show that everyone is beautiful. As are these great initiatives by this 
responsible brand. 


Questions 
1. What are other social issues that you believe companies should address? Which issue, and which company? 


2. Where have you seen diversity in marketing ads? What were the ads for? 


Growth Strategies: Where Do We Want to Go? 


Knowing where the organization is at the present time enables managers to set a direction for the firm and commit resources 
to move in that direction. Two techniques to aid in these decisions are the business portfolio analysis and the market-product 


analysis. 
Business Portfolio Analysis 


Developed by the Boston Consulting Group (BCG), business portfolio analysis uses quantified performance measures and 
market growth rates to analyze a firm’s strategic business units as though they were a collection of separate 

investments. 16 While used at the business unit level here, the BCG analysis has also been applied at the product line or 
individual product or brand level. This kind of portfolio analysis is very popular; most large firms have used it in some form. 


BCG, a leading management consulting firm, advises its clients to locate the position of each of its SBUs on a growth-share 
matrix (@ Figure 15-3). The vertical axis is the market growth rate, which is the annual rate of growth of the specific market 
or industry in which a given SBU is competing. The horizontal axis is the relative market share, defined as the sales of the 
SBU divided by the sales of the largest firm in the industry. 


Figure 15-3 Boston Consulting Group’s growth-share matrix for a strong, diversified firm showing some 
strategic plans 


Growth-Share Matrix 
Relative Market Share 
(Cash Generation) 


Market Growth Rate 
(Cash Usage) 
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BCG has given specific names and descriptions to the four resulting quadrants in its growth-share matrix based on the 
amount of cash they generate for or require from the firm: 

« Cash cows are SBUs that typically generate large amounts of cash, far more than they can invest profitably in their own 
product line. They have a dominant share of a slow-growth market and provide cash to pay large amounts of company 
overhead and to invest in other SBUs. 

Stars are SBUs with a high share of high-growth markets that may need extra cash to finance their own rapid future 
growth. When their growth slows, they are likely to become cash cows. 


Question marks or problem children are SBUs with a low share of high-growth markets. They require large injections of cash 
just to maintain their market share, and even more to increase it. Their name implies management’s dilemma for these 


SBUs: choosing the right ones to invest in and phasing out the rest. 

Dogs are SBUs with a low share of low-growth markets. Although they may generate enough cash to sustain themselves, 
they do not hold the promise of ever becoming real winners for the firm. Dropping SBUs that are dogs may be required, 
except when relationships with other SBUs, competitive considerations, or potential strategic alliances exist. 7 


Market-Product Analysis 


Firms can also view growth opportunities in terms of markets and products. Think of it this way: For any product, there is 
both a current market (consisting of existing customers) and a new market (consisting of potential customers). And for any 
market, there is a current product (what they’re now using) and a new product (something they might use if it were 


developed). Four possible market-product strategies are shown in È Figure 15-4. 


Figure 15-4 Four market-product strategies: Alternative ways to expand sales revenues for Ben & Jerry’s 


Products 
Markets Current New 
Current Market penetration Selling more Ben & Product development Selling a new product such 
Jerry’s super premium ice cream in North as frozen yogurt under the Ben & Jerry’s brand in 
America North America 
New Market development Selling Ben & Jerry’s Diversification Selling a new product such as 


super premium ice cream in Brazil for the first | breakfast cereal in China for the first time 
time 


As Unilever attempts to increase sales revenues of its Ben & Jerry’s business, it must consider all four of the alternative 
market-product strategies shown in [F Figure 15-4. For example, it can try to use a strategy of market penetration—increasing 
sales of present products in its existing markets, in this case by increasing sales of Ben & Jerry’s present ice cream products 
to consumers. There is no change in either the basic product line or the market served, but increased sales are possible— 
either by selling more ice cream (through better promotion or distribution) or by selling the same amount of ice cream at a 
higher price to its existing customers. 
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Market development is a marketing strategy to sell current products to new markets. For Ben & Jerry’s, Brazil is an attractive 
new market. There is good news and bad news for this strategy: as household incomes of Brazilians increase, consumers can 
buy more ice cream; however, the Ben & Jerry’s brand may be unknown to Brazilian consumers. 


An expansion strategy using product development involves selling a new product to existing markets. When Ben and Jerry’s 
launched sorbet and frozen yogurt products, the firm was following a product development strategy. | Figure 15-4 shows 
that the firm could try leveraging the Ben & Jerry’s brand by selling its own frozen yogurt in North America. 


Diversification involves developing new products and selling them in new markets. This is a potentially high-risk strategy for 
Ben & Jerry’s—and for most firms—because the company has neither previous production experience nor marketing 
experience on which to draw. For example, in trying to sell a Ben & Jerry’s brand of breakfast cereal in China, the company 
has expertise neither in producing cereals nor in marketing to consumers in China. Fast-food giant McDonald’s has 
implemented diversification strategies to gauge success prior to introducing new product development in an established 
market. An example of this is its McCafé launch in Australia in 1993, many years before it came to North America. 


McDonald’s introduced McCafé in Australia, as well as the 
Veg McMuffin and the McVeggie in India, all examples of its 
diversification strategy. 


dwcreations/Shutterstock 


Diversification can take different forms to open a company to new opportunities and threats. When Rogers purchased the 
Toronto Blue Jays, it got into a completely new area of business. Diversification can also consist of a company introducing a 
variation of a product to a new market. For example, McDonald’s introduced product variations in India including the Veg 


McMuffin!M and the McVeggie!M to appeal to the high population of vegetarians. 


Critical Thinking for Marketing 


1. Why is it important to know what your competencies are? 


2. How can you use business portfolio analysis to help improve your business? 


The Strategic Marketing Process 


5 P Organizations can start with a strategy that works for existing market conditions 
and be successful in the short term; however, it is companies that are willing to pivot when 
circumstances change that are successful in the long term. Netflix changed its business model 


to benefit from the digital age. 


In the late 1990s, there was no live streaming. Consumers rented videotapes from stores, and 
were charged late fees for videotapes that were not returned on time. Reed Hastings paid the 
$40 late fee, and realized there was a bigger market than video stores were reaching. Mr. 
Hastings created a movie-rental business by mail. Instead of going to the video store, you 


could have your content mailed to you in the form of videotapes. 


The founder and chief executive officer of Netflix evolved his business as a subscription 
service. When movies went from videotapes to DVDs, the Netflix DVDs-by-mail model 
delivered movies on DVD to customers for a fixed monthly fee—and drove competitors out of 


business. 
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NETFLIX 
——— 


Netflix used insight from the strategic marketing process 
to evolve its business model. 


r.classen/Shutterstock 


In 2008, when technology was able to stream movies on computers, Netflix evolved its 
business again. With Netflix breaking a series of technology barriers, it introduced “any 


movie, any time.” 


In the first quarter of 2023, Netflix generated over US$8 billion in revenue, and after 
distributing over 5 billion DVDs, ended its DVD service. By altering its business model to 
respond to changing consumer demand and technologies, Netflix keeps itself flexible to 
respond to market demand. Furthermore, the organization’s foresight of investing in original 


content allows it to stay competitive. 18 


Netflix is a great example of the strategic marketing process in action. In general, after an 
organization assesses where it’s at and where it wants to go, it must work out how it will get 
there. Specifically, it must decide the following: 


e How to allocate resources 
e How to convert plans into actions 


e How results compare with plans, and whether deviations (results that differ from 
expectations) require new plans and actions 


This approach is used in the strategic marketing process, whereby an organization allocates 
its marketing mix resources to reach its target markets and achieve its goals. The strategic 
marketing process is so central to the activities of most organizations that they formalize it as 
a marketing plan, which is a road map for the marketing activities of an organization for a 
specified future period of time, such as one year or five years. The marketing plan is divided 
into three phases: planning, implementation, and evaluation (E Figure 15-5). See 

Appendix A for an example of a marketing plan, which also includes an executive 


summary. 


Figure 15-5 Outline of a marketing plan 


Implementation phase 


Suoy aAI}Ia05 
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This chapter’s opening vignette focuses on the strategic marketing process for an online 
learning organization. Both for-profit and not-for-profit industries use the strategic marketing 
process to help achieve their long-term visions and to satisfy stakeholders’ requirements. The 
following sections give an overview of the marketing plan that puts all chapters of this book 
in perspective. 


The Planning Phase of the Marketing Plan 


As shown in [F Figure 15-5, the planning phase of the marketing plan consists of the three 
steps shown at the top of the figure: situation analysis, market-product focus and goal setting, 
and the marketing program. Let’s use the recent marketing planning experiences of several 
companies to look at each of these steps. 


Step 1: Situation Analysis 


The essence of a situation analysis is taking stock of the firm’s or product’s past performance, 
where it is now, and where it is headed in light of the organization’s plans and the external 
factors and trends affecting it. The situation analysis box in [S Figure 15-5 is the first of the 


three steps in the planning phase. 


Step 1 starts with a SWOT analysis, which describes an organization’s appraisal of its internal 
Strengths and Weaknesses and its external Opportunities and Threats. Both the situation and 
SWOT analyses can be done at the level of the entire organization, the business unit, the 
product line, or the specific product. As an analysis moves from the level of the entire 
organization to the specific product, it, of course, gets far more detailed. For small firms or 
those with basically a single product line, an analysis at the firm or product level is really the 


same thing. 


© 4 SWOT analysis helps a firm identify the strategy-related factors that can have a major effect on 
the firm.?? 


Let’s assume you are the Unilever vice-president responsible for integrating Ben & Jerry’s 
into Unilever’s business. You might do the SWOT analysis shown in i Figure 15-6. Note 
that your SWOT table has four cells formed by the combination of internal versus external 
factors (the rows) and favourable versus unfavourable factors (the columns) that summarize 
Ben & Jerry’s strengths, weaknesses, opportunities, and threats. 


Figure 15-6 Ben & Jerry’s: A SWOT analysis 


Location Type of Factor 
of Factor Favourable Unfavourable 
Internal Strengths Weaknesses 

e Prestigious, well-known e Danger that B&J's social 
brand name among North responsibility actions may add 
American consumers costs, reduce focus on core 

e Major share of the super business 
premium ice cream market e Need for experienced managers 

e Can complement Unilever's to help growth 
existing ice cream brands e Flat sales and profits in recent 

e Widely recognized for its years 


social responsibility actions 


External Opportunities Threats 


Location Type of Factor 
of Factor Favourable Unfavourable 


e Growing demand for quality »« Consumer concern with fatty 


ice cream in overseas desserts; B&J customers are the 
markets type who read government- 

e Increasing demand for ordered nutritional labels 
frozen yogurt and other e Competes with Haagen-Dazs 
low-fat desserts brand 

e Success of many firms in e Increased competition in 
extending successful brand international markets 
in one product category to 
others 


A SWOT analysis helps a firm identify the strategy-related factors in these four cells that can 
have a major effect on the firm. The goal is not simply to develop the SWOT analysis but to 
translate the results of the analysis into specific actions to help the firm grow and succeed. 
The ultimate goal is to identify the critical factors affecting the firm and then build on vital 
strengths, correct glaring weaknesses, exploit significant opportunities, and avoid or prepare 
for disaster-laden threats. That is a big order. 


The Ben and Jerry’s SWOT analysis in ( Figure 15-6 can be the basis for these kinds of 
specific actions. An action in each of the four cells might be as follows: 


¢ Build on a strength. Find specific efficiencies in distribution with Unilever’s existing ice 
cream brands. 


« Correct a weakness. Recruit experienced managers from other consumer product firms to 
help stimulate growth. 


¢ Exploit an opportunity. Develop a new line of low-fat yogurts to respond to consumer 
health concerns. 


- Avoid or prepare for a disaster-laden threat. Focus on less risky international markets, such 
as Mexico. 


Vanilla Ice Cream with Gobs of 
Chocolate Chip\Cookie Doug! 


One of Ben & Jerry’s 75 flavours of ice cream. 


©Keith Homan/Shutterstock 


The next areas to consider in step 1 are as follows: 

e The industry analysis section focuses on the industry and trends. 

e The competitor analysis section looks at the firm’s competitors. 

e The company analysis section provides details of the company itself. 


e The customer analysis section addresses the question: Who are the customers of the firm’s 


products? 


Step 2: Market-Product Focus and Goal Setting 


Determining which products will be directed toward which customers (step 2 of the planning 
phase in [F Figure 15-5) is essential for developing an effective marketing program (step 3). 
This decision is often based on market segmentation, which involves considering prospective 
buyers in terms of groups, or segments. These groups have common needs and will respond 
similarly to a marketing program. Ideally, a firm can use market segmentation to identify the 
segments on which it will focus its efforts—its target market segments—and develop one or 


more marketing programs to reach them. 
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Goal setting involves setting measurable marketing objectives to be achieved. For 
organizations launching a recruitment marketing campaign, the objective is applications and 
hires. Entertainment companies such as Netflix measure the number of members as well as 
the number of hours of television shows and movies that are downloaded. An organization 
selling apparel, such as Tilley Endurables, sets objectives for its product categories and 
offerings. When viewing the entire marketing program, objectives are often a series of actions 


to be implemented over several years. 


Using the marketing plan outline shown in [F Figure 15-5, step 2 can be illustrated using 


Sleep Country Canada as an example: 


e Set market and product goals. Based on listening to what is important to customers, Sleep 
Country Canada offers lots of choice in mattresses. It also makes each experience before, 
during, and after the sale an enjoyable one for the customer. One of its market goals may 
be to increase its market share by a certain percentage in the retail mattress business in 
Canada. It’s important to quantify the percentage so that the company can measure 


whether it successfully meets its goals. 


Select target markets. Sleep Country Canada targets consumers who want a quality 


mattress as well as a positive customer service experience. 

« Determine competitive advantages. Competitive advantages are those characteristics of a 
product that make it superior to competing substitutes. Sleep Country Canada offers the 
mattress purchaser an enjoyable customer service experience unparalleled in this market. It 
offers clean, bright stores; sleep experts who put the customer’s comfort and budget needs 


first; and courteous delivery people. 


Position the product. Sleep Country Canada is positioned as a mattress specialist that 


offers quality products with the added benefit of courteous and knowledgeable staff, an 
attractive in-store setting, and a convenient delivery service. 


Details in these four elements of step 2 provide a solid foundation to use in developing the 
marketing program—the next step in the planning phase of the marketing plan. 


Ben & Jerry’s Non-dairy Debut 


In Canada, Ben & Jerry’s debuted three non-dairy, almond-based frozen treats as a 


marketing strategy to adapt to the changing dietary needs of consumers: 


1. Chocolate Fudge Brownie 


2. P.B. Cookies 
3. Coffee Caramel Fudge 


Today, the non-dairy ice cream lineup includes 
® 


e Cherry Garcia 
e Chocolate Chip Cookie Dough 
© Netflix & Chill'd TM 


e P.B. & Cookies 
e Peanut Butter Half Baked® 
e The Tonight Dough® 


Source: “Non-Dairy Ice Cream Pints,” Ben & Jerry’s website, accessed May 14, 2023 at www.benandjerrys.ca/en/flavours/non-dairy? 
gclid=CjwKCAjwj YKjBhB5EiwAiFdSfk9pS5e5hDyx3ktA6r395V3MQTTIJT30fJhmzsul_PBlezhRp&8Lw6UfBoCRZQQAvD_BwE&gclsre 
=aw.ds; “Ben & Jerry’s Canada Debuts 3 New Non-Dairy Frozen Treat Flavors,” Canadify, February 22, 2017, 
http://canadify.com/2017/02/22/ben-jerrys-canada-debuts-3-new-non-dairy-frozen-treat-flavors/. 


Step 3: Marketing Program 


Activities in step 2 tell the marketing manager which customers to target and which of the 
customer needs the firm’s product offerings can satisfy—the who and what aspects of the 
marketing plan. The how aspect—step 3 in the marketing plan—involves developing the 
program’s marketing mix and its budget. 
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es Figure 15-7 shows components of each marketing mix element that are combined to 
provide a cohesive marketing program. For Sleep Country Canada, the marketing mix 
activities can include the following: 


- Product strategy: Offer consumers one of the largest selections of top name-brand 
mattresses. 


e Price strategy: Offer consumers a low-price guarantee. If consumers find a comparable 
product at a competitor that is equal to or lower than Sleep Country Canada’s price, the 
company will beat that figure by 5 percent. 

¢ Promotion strategy: Sleep Country Canada uses mass media advertising to communicate 
its unique retail experience to prospective and current customers. 


e Place (distribution) strategy: Sleep Country Canada is conveniently located in six 
Canadian provinces with 240 stores in total. 


Figure 15-7 Elements of the marketing mix that comprise a cohesive marketing 


program 
j Marketing 
manager 


Product Price ` Promotion Place 

Features List price Advertising = Outlets 

Brand name Discounts Personal selling Channels 
Packaging Allowances Sales promotion Coverage 
Service Credit terms Publicity Transportation 
Warranty Payment period Stock level d 


Cohesive marketing program 


Promotion 


Product 


Putting a marketing program into effect requires that the firm commit time and money to it, 
prepare a sales forecast, and establish a budget that must be approved by top management. In 


some organizations, these are referred to as financial data and projections. 


Critical Thinking for Marketing 


1. What is the difference between a strength and an opportunity in a SWOT analysis? 
2. When determining marketing strategies, what are competitive advantages and why are 


they important? 
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The Implementation Phase of the Marketing Plan 


A firm’s marketing plan is the result of the many hours spent in the planning phase of the 
strategic marketing process. Implementation, the second phase of the marketing plan, 
involves implementing the marketing program that emerges from the planning phase. An 
organization needs to invest time and resources into the planning phase of the marketing 
plan, but just as is important is the implementation phase. The implementation phase is the 
part of the process that executes the individual tactics that support the marketing strategy. 
Figure 15-5 shows the four components of the implementation phase: obtaining 
resources, designing the marketing organization, developing schedules, and actually executing 


the marketing program designed in the planning phase. 
Obtaining Resources 


Most companies have numerous options for growth. But such growth requires an investment. 
Corporate leadership within an organization determines the best options for growth and how 
they should be funded. Tying back to the three levels within an organization, it can 
sometimes be challenging to get support from all stakeholders. Ideally, this part of the 
process was already introduced during the planning phase and is more of a formality at this 


point. 
Designing the Marketing Organization 


A marketing program needs marketing staff to implement it. LF Figure 15-8 shows the 
organization chart of a typical manufacturing firm, giving some details of the marketing 
department’s structure. Four managers of marketing activities are shown to report to the vice- 
president of marketing. Several regional sales managers and an international sales manager 
may report to the manager of sales. This marketing organization is responsible for converting 


marketing plans to reality. 


Figure 15-8 Organization of a typical manufacturing firm, showing a breakdown of the marketing 
department 


| Pesaencnier Executive oren 


Manager Manager Manager Manager 
Product Marketing Sales Advertising 
Planning Research and Promotion 


Sales Regions 


Eo sete a a * Called chief marketing officer (CMO) 
roduct ssistants epresentatives in many corporations 

Managers 
Developing Schedules 


Effective implementation requires developing appropriate schedules and determining specific 
deadlines for the creation and execution of marketing activities. For example, if a company 
wants to place an ad in the Globe and Mail’s Report on Business magazine, it must reserve 
space a month prior to the date that the ad appears in the magazine. Also, the company must 
allow time for creating and producing the ad. Digital advertising allows for shorter advanced 


notice and tweaks to the creative process. 
Executing the Marketing Program 


Marketing plans are meaningless unless they are put into action. This requires attention to 
detail to both marketing strategies and marketing tactics. A marketing strategy is the means 
by which a marketing goal is to be achieved, usually characterized by a specified target market 
and a marketing program to reach it. Although the term strategy is often used loosely, it 
implies both the end sought (target market) and the means to achieve it (marketing 


program). 
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To implement a marketing program successfully, hundreds of detailed decisions are often 
required, such as writing ads or setting prices. These decisions, called marketing tactics, are 


detailed day-to-day operational decisions essential to the overall success of marketing 
strategies. 


The Evaluation Phase of the Marketing Plan 


The evaluation phase of the marketing plan is used to determine if the plan is moving in the 
right direction. The marketing manager compares the results of the marketing activities with 
the goals laid out in the marketing plan to identify deviations and to act on these deviations— 
correcting negative deviations and exploiting positive ones. Dashboards displaying marketing 
metrics will allow decisions makers to determine the next step. 


Identifying Deviations 


At this point of the marketing plan, dashboards and marketing metrics help evaluate the 
marketing plan. When a company sets goals and then compares them to actual results, it 
needs to research the reasons for the differences. Where plans are exceeded, the company 
determines the drivers of this success and identifies ways to build on them as it moves 
forward. When there is a shortfall (actual results less than planned—often referred to as the 
planning gap), the company has to fill in this planning gap with a revised marketing program 
and possibly revised goals. 


Acting on Deviations 


Generally speaking, results of a marketing plan will not be exactly as anticipated. Sometimes, 
the marketing program falls short of its goals. When this occurs, managers need to take 
corrective action. This is called correcting a negative deviation. For example, if Sleep Country 
Canada is experiencing less-than-desired sales from an Internet campaign, it may re-evaluate 
where they are advertising. 


Alternatively, when actual results are far better than the plan called for, creative managers 
find ways to exploit the situation. This is called exploiting a positive deviation. Continuing with 
the example, if Sleep Country Canada’s sales are more than expected from certain digital 
media ads, it may consider investing more money into that part of the marketing program. 


Whether an organization is selling ice cream, box-springs and mattresses, or the opportunity 
to work at the company, technology impacts its strategic marketing process. As businesses 
become more competitive new ideas, products, and processes must be explored. 


Organizations focused on the strategic marketing process know that the business world is 
changing. Not only can we review results through dashboards quicker, but our world is 
changing, so strategy and marketing plans need to change with it. 


Critical Thinking for Marketing 


1. How would you distinguish a marketing strategy from a marketing tactic? 


2. Describe the four components of the implementation phase of the marketing plan. 
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Summary...just the facts 


1 d ¢ Large corporations can be complex. This complexity among business firms and not-for-profit organizations 
requires the division into three functional levels: corporate, business unit, and functional. 


e At the corporate level, top management directs overall strategy for the entire organization. 
e The business unit level has business unit managers set the direction for individual products and markets. 


e At the functional level, each business unit has marketing and other specialized activities such as finance, 
manufacturing, or human resources. 


2 d e Businesses exist for various purposes and establish missions and goals. A business’s mission is the statement 
of its direction. Goals are the targets the organization has set to be achieved within a specific time frame. 

e Missions and goals are important to businesses as they help them establish direction and maintain their course. 

3 d ¢ In order to gauge the success of a marketing program, managers use marketing dashboards and marketing 
metrics to determine the performance of various elements of the marketing plan. 

4 d e An organization develops its strategy and direction by first understanding its current status. This involves 
asking, “Where are we now?” to assess the organization’s customers, competencies, and competitors. Asking, “Where 
do we want to go?” with techniques such as portfolio analysis and market-product analysis also help develop strategy. 
Furthermore, questions like “How will we get there?” helps create the marketing plan. 

5 d ¢ The strategic marketing process involves an organization allocating its marketing mix resources to reach its 
target markets using three phases: planning, implementation, and evaluation. 

« The planning phase of the marketing plan has three steps, each with more specific elements: situation (SWOT) 
analysis, market-product focus and goal setting, and the marketing program. 

« The implementation phase of the marketing plan has four key elements: obtaining resources, designing the marketing 
organization, developing schedules, and executing the marketing program. 

« The evaluation phase of the marketing plan is used for internal purposes and involves comparing results with the 
planned targets to identify deviations and then taking action to correct negative deviations and exploit positive ones. 


Key Terms and Concepts...a refresher 


competitive advantages 
goals (objectives) 
marketing dashboard 
marketing metric 
marketing plan 

marketing strategy 
marketing tactics 

mission 

profit 

strategic marketing process 


strategy 


Hands-on... APPLY YOUR KNOWLEDGE 


Strategic Marketing Planning Assignment SeeWhy Learning has built long-term strategic partnerships through strategic 
planning and marketing. Review the components of the strategic planning process. Create a new business in an industry 
that interests you. Using the ideas from the vignette and El Figure 15-5 as a guide, outline a strategic marketing plan to 


gain more businesses as clients. 


Chapter Vignette... ACTIVITY 


In this chapter’s opening vignette, you learned how companies may partner with outside organizations to create strategic 
marketing partnerships. Answer the Reality Check questions at the end of the vignette by reviewing the strategic 


marketing process in detail throughout the chapter. 
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Marketing YOU 


An organization sets a mission to guide the overall direction. The ikigai diagram helps you to uncover your mission and 
can inform your career direction. Throughout this textbook the activities have been designed to help you complete your 
own ikigai diagram. Clues to your purpose can be found at the intersection of the four circles labelled, What You Love, 
What You Are Good At, What the World Needs and What You Can be Paid For. The information captured in your 
diagram can help you decide on the next step of your journey, whether that is to pursue additional training, join an 


organization, or start a venture of your own. 


After interviewing for a role, if it goes well and you are a fit for the role, you might receive an offer. Be sure to review all 
the details. You may be able to negotiate the salary and the benefits. Knowing what a similar role is paid may allow you 
to negotiate a fair offer for yourself. Evaluate the opportunity against your ikigai diagram and check in with yourself as 


you decide if this role supports your meaningful career path. 


As you move along your career journey, continue to revisit your diagram and the information in the four circles to check 
if you are still feeling on purpose. Use the diagram as a touchstone to check in with yourself. 


Last, the ikigai diagram is a guide that can change. Feel free to update, add, or adapt it as you explore and learn new 


things about yourself and the world. 


Enjoy the next step on your meaningful career journey! 
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Appendix A 
Building an Effective Marketing Plan 


SeeWhyLearning.com 


Courtesy of SeeWhyLearning 


When reviewing marketing plans of organizations, there are noticeable variations in strategy from company to company. 
Sustainability and greening are important to many, while market share are the priority of others. 


A marketing plan is an excellent document to capture the marketing strategies and tactics of this organization. In this 
example, we illustrate each component of the strategic marketing process, including potential examples of corrective 
actions. Although plans may deviate from this outline, generally there is a planning phase, an implementation phase, and 
an evaluation phase. In planning, marketers complete a situation analysis, decide on a market-product focus and goal 
setting, and then create a marketing program. 


Small to medium-size businesses may be constrained by human and financial resources. Creating an effective marketing 
plan can allow the business to see more results in an efficient and effective manner. As discussed inf) Chapter 15, 
SeeWhy Learning used various marketing strategies to be successful. This section suggests some guidelines for creating 
an effective marketing plan using hypothetical scenarios for the company. 
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Sample Marketing Plan for SeeWhy 
Learning 


This is a hypothetical illustration of what SeeWhy Learning’s marketing plan could look like. 
This plan is brief, given the hypothetical scenario, and is not SeeWhy Learning’s actual 
marketing plan, although it does identify key elements that are required to provide clear 
direction to an organization. Marketing plans can be more robust so long as the information 


provided enhances the strategy for the reviewer. 


1. Executive Summary 


The following marketing plan outlines strategies for SeeWhy Learning, a company that 
provides distance learning training solutions to individuals and firms in the financial 


services industry. 


SeeWhy Learning is located outside of Toronto's financial district but is able to service 
clients across Canada (or even globally) since most of its training solutions are offered 
remotely via online deliverables. The company has bricks-and-mortar locations in Milton 
and Huntsville, Ontario, and also offers its employees the opportunity to work remotely. 
This flexibility is a competitive advantage for SeeWhy Learning in the wake of the COVID- 
19 health crisis. 


SeeWhy uses a blended approach to learning with many of its study packages, including 
video lessons, a condensed study guide, key concept flash cards, and exam preparation 
questions. It has had success offering training and development solutions to financial 
services organizations with preparatory study tools for over 20 different industry 
examinations, including securities, insurance, and even real estate licensing exams. SeeWhy 
Learning also ramped up training resources to some of the larger advisory companies in the 
investment industry by offering full-service solutions that include webinars and access to a 


dedicated study coach. 


As the organization grows, profits are reinvested into the company’s infrastructure. SeeWhy 


Learning’s goal is to reach its target client businesses in a cost-effective manner. 


SeeWhy Learning is certain that the financial advisory businesses in Canada will continue 
to have challenges with training recruits in demanding industry examinations. Regulatory 


requirements and exams tend to become more difficult with time, not easier. 


Whether it is an entry-level examination or one with more complex concepts, the SeeWhy 
Learning offering addresses the business issues by clearly understanding the clients’ needs. 
Its comprehensive and flexible solution allows customers to focus on their strengths and 


expertise while receiving access to exceptional training. 


2. Company Description 


Established in 2008, SeeWhy Learning began offering preparation tools to the financial 
services industry, and a few years later, it expanded to also support the real estate licensing 
exams in Ontario. As industry examinations become more challenging, with annual updates 
to content, more organizations are deciding to outsource the examination preparation 
process. SeeWhy Learning is able to win more business with a client-centric service 


approach and added-value ancillary services. 


According to the Government of Canada, Canada has one of “the strongest financial 
services sectors in the world.” Target companies for SeeWhy Learning include banks, credit 
unions, securities dealers, and independent insurance agencies and brokers. SeeWhy 
Learning has expanded its team to service its growing client base. The staff is known for 
being able to provide support to new industry registrants in a consultative and collaborative 
fashion. Team members are experts in their field, but they make technical and non-technical 


clients alike feel comfortable with their approach. 


This hypothetical marketing plan describes how SeeWhy Learning can expand its presence 
within the financial services industry. It involves marketing strategies and tactics appropriate 


for an organization needing to maximize its resources. 


3. Strategic Focus and Plan 


CORE VALUES 


The core values of SeeWhy Learning are as follows: 


1. To provide a continuously improving and learning environment for clients and team 
members. 
2. To offer exceptional advice and service to its clients. 


3. To align the success of SeeWhy Learning with its students by focusing on exam results. 


MISSION 


The mission of SeeWhy Learning is to become the training partner for financial services 
advisory businesses, tailoring training solutions to the size of the business it is working with. 
This involves creating a collaborative and social environment between the company and the 


organizations that SeeWhy Learning serves. 
NON-FINANCIAL OBJECTIVES 


1. SeeWhy aspired to open a satellite office in Western Canada by December 2022 to gain a 
greater visual presence in that market. However, this initiative will be reconsidered in light 
of the COVID-19 impact on the business structure and an even greater migration to 
distance-learning solutions. (Note: SeeWhy Learning already services these clients quite 
well by scheduling client meetings in Western Canada on a regular and as-needed basis.) 
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2. Be recognized as the top training partner in the financial services industry. 
FINANCIAL OBJECTIVES 


1. Increase revenues by a stated percentage on an annual basis. 
2. Retain a stated percentage of annual profits within the business to finance future growth. 


Historically, SeeWhy Learning has grown using internally generated funds instead of 
taking on corporate debt. 


COMPETENCIES AND COMPETITIVE ADVANTAGE 


The core competency of SeeWhy Learning is the expertise of its founders and the talent that 
they have hired. Essentially, its people are on the cutting edge of the financial services 
industry and are able to provide innovative, cost-effective training solutions for its clients. 


Given its size, SeeWhy Learning has mobility and flexibility in decision-making. 


4. SWOT and Market Analysis 


SWOT ANALYSIS 


The SWOT analysis is summarized in [S Figure A-1. It shows internal and external factors 


that can affect the organization’s success. The following statements help summarize the 


organization’s situation: 


SeeWhy Learning has an unmatched service offering. Unlike its competitors, SeeWhy 
Learning offers a success guarantee on many of its training programs. 


SeeWhy Learning is in a competitive marketplace. Start-up sole proprietors offering 

a low barrier to entry in terms of cost. SeeWhy Learning’s biggest threat is that these 
companies could attempt to compete on price with an inferior product. To guard against 
this, SeeWhy provides potential clients with samples of its high-quality training materials 
by offering many complimentary training videos on its YouTube channel. 

SeeWhy Learning has implemented a full-time social and multimedia team. This allows the 


company to gain even more market exposure. 


See Why Learning has the opportunity to grow nationally. With well-established customers 
and academic partners such as the IFSE Institute, the organization has the opportunity to 


expand its client base across Canada and find more target customers. 


Figure A—1 SeeWhy Learning SWOT Analysis 


of Factor Favourable Unfavourable 
Internal Strengths Weaknesses 
e Established brand e Ability to grow and hire 
e Superior product when talent as demand increases 
compared to other training « Competitive market 


organizations 

« Able to grow the client base 
and employees in line with 
corporate culture 


External Opportunities Threats 
e Thousands of prospective e Clients’ needs may become 
corporate and retail clients more demanding, requiring 


e Continued growth in Canada video conference training 


Location Type of Factor 
of Factor Favourable Unfavourable 
e Additional products to 
supplement post-secondary 
educators 
e Deepen relationships with 
companies embracing distance 
learning at an ever-increasing 
rate 


INDUSTRY ANALYSIS 


According to the Toronto Financial Services Alliance, “The Toronto region is home to over 
40 percent of all financial services headquarters employment in Canada, including two of 
the world’s largest life insurers.” 


SeeWhy Learning can continue to build its network in the Toronto area, understanding that 


there are more opportunities across Canada for expansion. 


COMPETITIVE ANALYSIS 


SeeWhy Learning has several competitors, ranging from “Mom-and-Pop” type training 
outfits to larger organizations. Given the nature of the solutions, competitors outside of 
Canada may also come into play. In order to compete in this marketplace, SeeWhy Learning 
needs to keep each proposal client-centric. It also has to perform nimbly enough to adjust to 
the competitive proposals. By focusing on its local clientele, SeeWhy Learning can offer the 
benefit of more on-site presence than some of the larger, global organizations that may begin 
targeting its client base. 


CUSTOMER ANALYSIS 


The ideal clients of SeeWhy Learning are financial services advisory businesses that either 
are growing the number of advisors or need to recruit and train replacement advisors. A 
company’s stage in its life cycle will help determine the breadth of services sought from 
SeeWhy Learning. 


Businesses that are in the growth stage of their life cycle are prime targets for SeeWhy 
Learning’s services. These businesses have begun to generate income for their organizations, 
and they need to focus on their core competencies for continued growth. By engaging 
SeeWhy Learning as a partner, they can expand their training expertise without having to 


invest as much to build their own training infrastructure. 


5. Market—Product Focus and Goal Setting 


ONE-YEAR MARKETING OBJECTIVES 


1. Improve brand awareness, specifically within the Greater Toronto Area as well as in 
Western Canada. 


2. Increase market share, specifically in Toronto, where the majority of target customers 


have head office locations. 


MARKETING AND PRODUCT OBJECTIVES 


SeeWhy Learning plans to take full advantage of its market potential in Canada while also 


considering expansion into the U.S. market. This plan is outlined in three areas below: 


e Established markets: SeeWhy Learning will service and grow its existing client base with 
the intent of expanding its offering into new leading-edge training services. 
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e New markets: SeeWhy Learning will build the foundation for expansion into the U.S. This 


will involving building out prospective client lists while servicing its existing client base. 


e New services: SeeWhy Learning will expand its exam preparatory service, offering to 
include mobile technology. 


POINTS OF DIFFERENCE 

SeeWhy Learning will have three distinguishing characteristics when compared to its 
competitors: 

1. A training partnership philosophy 

2. A success-based guarantee on specific training packages 


3. Easy access to the co-founders and/or senior staff 


POSITIONING 


In the exam preparatory marketplace, there are three areas that add value to clients: (1) 
operational excellence (cost-effective training solutions); (2) product leadership (best 
product); and (3) customer intimacy (truly customized service, based on deep customer 
knowledge). While it is imperative to be competent in all three disciplines, it is impossible to 


be viewed as superior in all three, since the market inherently distinguishes among all three. 


SeeWhy Learning is positioning itself to offer more customer intimacy than the larger 
consulting firms while having greater operational excellence and product leadership than 
other consulting firms of its size. The company’s ability to be nimble, while still offering 
advice at the same level of expertise of large consulting firms, positions it perfectly to the 


businesses it wants to serve. 


6. Marketing Program 


PRODUCT STRATEGY 


SeeWhy Learning will service and grow its existing client base with the intent of expanding 


its training offering into new leading-edge digital services. 


PRICE STRATEGY 


SeeWhy Learning plans to offer at-market pricing for its services. It will not price-match 
firms of similar or smaller size but instead will continue to focus on quality along with its 
unprecedented “If you don’t pass, you don’t pay” guarantee. For bids against larger firms, 
the pricing strategy is to provide value-added services while maintaining a firm price. This is 
especially true when pursuing medium-size businesses with reasonable brand recognition. 
SeeWhy is able to offer more competitive pricing for corporate clients that represent 


significant volume. 


PROMOTION STRATEGY 


There are a number of initiatives that SeeWhy Learning can undertake to promote its 
business. These initiatives include pull and push marketing strategies that will enhance 
personal selling. Below are four initiatives to focus on: 

1. Website upgrade 

2. High-quality video production 

3. YouTube channel 


4. LinkedIn 
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PLACE STRATEGY 


SeeWhy Learning is online, and in a world that has adopted more hybrid and online work, 


will continue to thrive with its online distribution strategy. 


7. Sales Forecast 


As a privately held corporation, SeeWhy Learning does not publicly report sales and 
profitability figures. However, it reportedly strives to grow annual sales by a stated 


percentage per annum. 


8. Implementation Plan 


MARKETING ORGANIZATION 


Each quarter, in his capacity as sales director, Cory Snyder will lead his sales team to 
identify and reach out to five prospective corporate clients, with the goal of building a client 
relationship with at least one of them. These are usually warm leads as the sales team 
identifies companies whose employees are already purchasing SeeWhy Learning tools 
through its retail delivery channels. It turns the contact from a “sales call” to an opportunity 
to save the company’s employees money through corporate pricing. During these sales calls, 
academic director Andre Samuels is responsible for listening to the client’s needs and then 


working with the training team to offer an effective solution. 


MARKETING BUDGET 


ye) Figure A-2 presents the marketing budget for year one of the plan implementation. 


Figure A—2 Marketing Budget 
The marketing budget for year one is limited to $82,500. 


Marketing Costs Budget 
Website upgrade $20,000 


Marketing Costs Budget 


Content production costs (e.g., video) $40,000 
Advertising - print $ 5,000 
Advertising - online $ 7,500 
Give-away items $ 5,000 
Entertainment $ 5,000 
Marketing Budget - Year One $82,500 


MARKETING ACTIVITIES PLAN 


The marketing activities plan will consist of the various activities outlined in the promotion 
strategy and the personal selling activities of the sales team. All marketing materials and 


media placements need to be ready by December 2021. 


9. Evaluation Plan 


SeeWhy Learning will prepare an annual budget. Actual sales and expenses will be 
compared to the figures, and variances will be investigated and identified. Weekly sales 


activities and successes will also be tracked. 
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Glossary 


above-, at-, or below-market pricing Setting a market price for a product or product class based on a subjective feel for 
the competitor’s price or market price as the benchmark. 


actual product The physical good or the services that a customer purchases. 
adoption curve The sequential diffusion and acceptance of an innovation into the market by consumers. 


advertising Paid form of media used for non-personal communication to consumers about an organization, good, 
service, or idea. 


analytics The process of taking metrics data and applying smart thinking and technology to gain actionable insights 
that can help produce better business decisions. 


attitude Tendency to respond to something in a consistently favourable or unfavourable way. 
augmented product The additional features and attributes that accompany a product. 
baby boomers Generation of people born between 1946 and 1965. 


back translation Retranslating a word or phrase back into the original language by a different interpreter to catch 


errors. 


banner ads Online ads that can stretch across the top of a web page or be formatted in various sizes, such as 
leaderboards, rectangles, big boxes, and skyscrapers. 


barter The practice of exchanging products and services for other products and services rather than for money. 


behaviouristics How and why consumers buy and use a product, including the desired product benefits, how frequently 
they buy, where they buy, and whether consumers are brand loyal in their purchase behaviour. 


beliefs Consumer’s perceptions of how a product or brand performs. 
binge viewing Watching complete or partial seasons of TV shows over a few days. 
binge watching Watching two or more episodes of a TV show in one sitting. 


blog A website in the form of an online diary that is used by organizations and individuals to post updates that include 
personal opinions, activities, and experiences, with readers able to subscribe and post comments. 


Bluetooth Low-power radio waves that are transmitted though beacons and wirelessly transfer text, images, and audio 
or video data through a local hotspot to Bluetooth-enabled and -activated devices. 


brand A name, phrase, symbol, or design uniquely given by a company to a product to distinguish it from the 
competition. 


brand development index (BDI) An index that shows how well a brand’s sales are developed in a region relative to the 
region’s population size. 


branded entertainment The creation of an entertainment program, such as a TV episode, that is highly focused on a 
brand in exchange for payment. 


brand equity The value of a brand that results from the favourable exposure, interactions, associations, and experiences 
that consumers have with a brand over time. 


brand extension When new goods or services are introduced under an existing flagship brand name. 


brand loyalty Favourable attitude toward and consistent purchase of a single brand over time; the degree of target 
market commitment toward a brand over time that results in varying levels of purchase commitment. 


brand personality A set of human characteristics associated with a brand. 
breadth of product line The variety of different items a store carries. 


break-even analysis Examines the relationship between total revenue and total cost to determine profitability at 
different levels of output. 


brokers Independent firms or individuals whose main function is to bring buyers and sellers together to make sales. 
bundle pricing The marketing of two or more products in a single package price. 
business analysis Financial projections on the impact of bringing the new product to market and selling it in the future. 


business market Products that are purchased either to run a business or to be used as a component in another product 


or service. 
business marketing Marketing to firms, governments, or nonprofit organizations. 


business products Products that are purchased either to run a business or to be used as a component in another 
product or service. Also called industrial goods or organizational products. 


buy classes Three types of organizational buying situations: straight rebuy, modified rebuy, or new buy. 
buying centre Group of people in an organization who participate in the buying process. 
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central business district The oldest retail setting, the community’s downtown area. 


channel conflict Arises when one channel member believes another channel member is engaged in behaviour that 
prevents it from achieving its goals. 


commercialization When the new product is brought to market with full-scale production, sales, and marketing support. 


common short codes (CSC) Dedicated short messaging codes of typically five to six digits that are used to trigger 
subscriptions, donations, alerts, or downloads, or to access promotional content. 


community shopping centre Retail location that typically has one primary store and 20 to 40 smaller outlets, serving a 
population of consumers within a 2- to 5-km drive. 


competitive advantages Those characteristics of a product or service that make it superior to competing substitutes. 
competitive forces Alternative products that can satisfy a specific market’s needs. 

concept tests External evaluations of a new product idea, rather than of the actual product itself. 

constraints In a decision, the restrictions placed on potential solutions to a problem. 

consumer market Goods, services, and ideas that a person can purchase, use, or support for personal use. 
consumer products Products purchased for their personal use by the ultimate consumer. 


consumer promotions Short-term marketing tools used to encourage immediate consumer purchase. 


content marketing Creating and sharing expertise, information, or branded content that is designed to inform and 
engage with tools such as research papers, ebooks, infographics, how-to videos, blogs, webinars, enewsletters, case 
studies, and events that can readily be found with search engines. 


continuous innovations New products with more than just a minor product improvement, but that do not require radical 
changes by the consumer. 


convenience products Items purchased frequently that are inexpensive and require minimum risk and shopping effort. 


copyrights Used to legally protect original written works, sound recordings, or forms of communication from being 
copied by others. 


cord cutters People who decide to cancel cable or satellite TV and focus on online viewing. 
core product The fundamental benefit that a consumer derives from having the product. 


corporate social responsibility (CSR) When organizations voluntarily consider the well-being of society by taking 
responsibility for how their businesses impact consumers, customers, suppliers, employees, shareholders, communities, 
the environment, and society in general. 


corporate websites Websites that provide company and brand information to consumers and the media. 
cost per acquisition (CPA) The cost of acquiring a new follower or sale. 

cost per click (CPC) The cost of getting someone to click on a link or ad. 

cost per thousand (CPM) The cost of reaching 1,000 people. 


cost-plus pricing Summing the total unit cost of providing a product or service and adding a specific amount to the cost 
to arrive at a price. 


cross-channel shopper An online consumer who researches products online and then purchases them at a retail store. 
cross-cultural analysis Study of similarities and differences among consumers in two or more societies. 

cultural symbols Objects, ideas, or processes that represent a particular group of people or society. 

culture A set of values, ideas, and attitudes that are learned and shared among the members of a group. 


customary pricing Setting a price that is dictated by tradition, a standardized channel of distribution, or other 
competitive factors. 


Customer Advocacy Funnel A communications approach that takes consumers from initial product awareness through 
to brand advocacy. 


customer behaviour Actions a person takes when purchasing and using products and services. 


customer experience management (CEM) Managing customer interactions with the goal of increasing satisfaction and 
loyalty. 


customer journey map A visual representation of all the touchpoints a customer comes into contact with before, during, 
and after a purchase. 


customer lifetime value The potential sales that will be generated by a customer if that customer remains loyal to that 
company for a lifetime. 


customer relationship management (CRM) The overall process of building and maintaining profitable customer 
relationships by delivering superior customer value and satisfaction. 


customer touchpoints A marketer’s product, service, or brand points of contact with a customer from start to finish in 
the purchase decision process. 


customer value proposition The unique combination of benefits received by targeted buyers that will satisfy their needs; 
this includes quality, price, convenience, delivery, and both before-sale and after-sale service. 


customs Norms and expectations about the way people do things in a specific country or culture. 


dashboards The visualization of data and key performance indicators using graphs, charts, and numbers so that 
numerical information tells a story that is insightful and easy to use and understand. 
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data The facts and figures related to the project that are divided into two main parts: secondary data and primary data. 


database marketing The use of databases to customize communications to customers and potential customers for the 
purpose of promoting a product or service. 


data mining The processing of large amounts of data using sophisticated software to find insightful correlations and 
patterns that lead to better business decisions. 


data warehouse A central repository of an organization’s electronically stored data. 
delete When a company discontinues a product. 
demand curve Graph relating quantity sold and price, which shows how many units will be sold at a given price. 


demographics The statistical data on a population according to characteristics such as gender, age, ethnicity, income, 
education, and occupation. 


depth of product line The assortment of products within each product line. 
derived demand Demand for industrial products and services driven by demand for consumer products and services. 
descriptive analytics A type of analytics that focuses on what has happened. 
development The new product idea is turned into a prototype for further consumer research and manufacturing tests. 


digital marketing Using digital technology to reach consumers through computers, gaming devices, out-of-home 
electronic screens, or mobile devices such as smartphones and tablets. 


direct competitors Similar products sold in the same category. 


direct response marketing A tool designed to communicate with consumers in a targeted and personalized way using 
either traditional or online approaches. 


discretionary income Money that consumers have left after paying taxes and buying necessities. 


disintermediation Vertical channel conflict that arises when a channel member bypasses another member and sells 
directly to consumers. 


display advertising The use of online ads with graphics or animation that are placed on websites. 
disposable income Balance of income left after paying taxes; income that is used for spending and savings. 


Do Not Call List (DNCL) Gives customers the ability to elect to not receive telemarketing calls on cellphones and 
landline phones by registering the numbers of their communication devices. 


dual distribution Arrangement whereby a firm reaches buyers by using two or more different types of channels for the 
same basic product. 


dumping Occurs when a firm sells a product in a foreign country below its domestic prices or below its actual cost. 
durable good An item that lasts over an extended number of uses. 


earned media The free publicity secured through unpaid media mentions and consumers who spread the word through 
word of mouth or the Internet. 


economy The collective income, expenditures, and resources that affect the cost of running a business or a household. 


electronic data interchange (EDI) A computer-to-computer exchange of business documents from a retailer to a supplier 
and back. 


electronic or digital marketing channels Channels that use the Internet to make goods and services available to 
consumers or business buyers. 


email marketing The use of email to market products. 
e-marketplaces Online trading communities that bring together buyers and supplier organizations. 
engagement metrics Measures how much and how often consumers interact with social media content. 


environmental scan The process of continually acquiring information on events occurring outside an organization to 
identify trends, opportunities, and threats to a business. 


event marketing The creation or involvement of a brand in an experience or occasion that will heighten its awareness, 
create positive associations, and generate a desired response. 


exchange The trade of things of value between buyers and sellers so that each benefits. 

exclusive distribution Only one retail outlet in a specific geographical area carries the firm’s products. 
experiential marketing Creates opportunities for consumers to directly interact with brands. 

experiment In marketing, changing a variable involved in a customer purchase to find out what happens. 


fad Novelty products with very short product life cycles that experience immediate rapid growth, followed by an 
equally rapid decline. 


family brand When a company uses a brand name to cover a number of different product categories. 


family life cycle A family’s progression from formation to retirement, with each phase bringing distinct needs and 
purchasing behaviours. 


fashion product The life cycle for fashion is relatively short and cyclical, going from introduction to decline within two 
to three years, only to resurface again a few years later. 


fixed cost Firm’s expenses that are stable and do not change with the quantity of product that is produced and sold. 


fluctuating demand Demand for business products and services changes more than demand for consumer products and 


services. 


focus groups A qualitative research technique where a small group of people (usually six to ten) meet for a few hours 
with a trained moderator to discuss predetermined areas. 


form of ownership Distinguishes retail outlets on the basis of whether individuals, corporate chains, or contractual 
systems own the outlet. 
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franchising Contractual arrangement in which a parent company (the franchisor) allows an individual or firm (the 
franchisee) to operate a certain type of business under an established name and according to specific rules set by the 
franchisor. 


frequency The number of times the target audience is exposed to the communication vehicle or the communication 
message. 


Generation X People born between 1966 and 1980. 
Generation Y People born between 1981 and 1996. This generation is also referred to as Millennials. 
Generation Z People born between 1997 and 2012. 


generic brand A product that has no branding and is produced as a cheap alternative to a manufacturer’s brand and to 
branded private-label products. 


geofencing Uses global positioningsystem (GPS) to trigger an event to happen when a device enters a certain 
geographic area. 


geographics Where a target market lives, using variables such as country, region, province, city size, and population 
density, such as urban, suburban, or rural. 


global brands Brands that are sold in a variety of international markets and that enjoy wide recognition in these 
markets. 


goals (objectives) Targets of performance to be achieved within a specific time frame. 
good A product you can touch and own. 


greenwashing The deceptive use of marketing practices to give the impression that a good, service, or organization is 
environmentally friendly. 


grey market Situations where products are sold through unauthorized channels of distribution. Also known as parallel 


importing. 


gross domestic product (GDP) The total dollar value of all goods and services produced in a country within a specified 
time period. 


gross income Total amount of money made in one year by a person, household, or family unit, before taxes. 
harvest When a company keeps a product but reduces marketing support in an attempt to reap some minor profits. 


high-learning product Significant consumer education is required for these products, which have an extended 
introductory period. 


hybrid apps Apps that combine the functionality of native apps with the flexibility of web apps. 
idea A concept that typically looks for support. 

idea generation Developing a pool of new product ideas. 

idle production capacity When the supply of a service exceeds its demand. 


in-depth interviews Detailed interviews where a researcher questions an individual at length in a free-flowing 
conversational style in order to discover information that may help solve a marketing problem. 


indirect competitors Products competing for the same buying dollar in a slightly different but related category. 


individual brand When a company uses a brand name solely for a specific product category. 


individualized marketing One-to-one marketing that involves customizing offers and, in some cases, products to fit 
individual needs. 


inelastic demand Demand for products does not change because of increases or decreases in price. 
inflation When the cost to produce and buy products and services gets higher as prices rise. 


influencer marketing The practice of focusing on the identification and recruitment of influencers to advocate for a 
company’s products, services, and brands rather than focusing exclusively on prospective buyers. 


information technology Includes all of the computing resources that collect, store, and analyze data. 


integrated marketing communications (IMC) A communications approach that coordinates all promotional activities to 
provide a consistent message to a target audience. 


intensive distribution A firm tries to place its products or services in as many outlets as possible. 

interest rates The amount charged as a fee for borrowing money, normally expressed as a percentage per year. 
intermediaries Individuals or firms performing a role in the marketing channel, involved in making a product available. 
Internet of Things (IoT) The network of products embedded with connectivity-enabled electronics. 

intertype competition Competition between very dissimilar types of retail outlets. 

involvement Personal, social, and economic significance of a purchase to the consumer. 


just-in-time (JIT) inventory system A system designed to deliver less merchandise on a more frequent basis than 
traditional inventory systems. 


key performance indicators (KPIs) Types of metric that are used to evaluate performance. 

lead generation The requests for additional information that result from direct response marketing. 
learning Behaviours that result from repeated experience or reasoning. 

level of service The degree of service provided to the customer by self-, limited-, and full-service retailers. 
line extension The addition of a new item to an already existing product line. 

listing fees Price needed to be paid to place your product on a retailer’s shelf or ecommerce platform. 


logistics Activities that focus on getting the right amount of the right products to the right place at the right time at the 
lowest possible cost. 


loss-leader pricing Deliberately selling a product below its customary price, not to increase sales, but to attract 
customers’ attention to it in hopes that they will buy other products with large markups as well. 
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low-learning product Little consumer education is required, resulting in a short introductory stage for the product. 
loyalty programs Programs specifically designed for customer retention. 


macroeconomic forces The state of a country’s economy as a whole as indicated by its growth rates, inflation rates, 
unemployment rates, and consumer confidence indexes. 


manufacturer’s brand A brand owned and produced by the manufacturer. 


manufacturers’ agents Work for several producers and carry non-competitive, complementary merchandise in an 
exclusive territory. 


market Potential consumers with both the willingness and the ability to buy. 


marketing The process of planning and managing goods, services, or ideas to meet consumer needs and organizational 
objectives. It includes the conception of these products and the pricing, promotion, and distribution programs designed 
to make a profit and generate revenue or support for an organization. 


marketing channel The set of individuals or firms involved in the process of making a product available. 


marketing communication agencies Broad-spectrum integrated agencies or specialist agencies that provide marketers 
with expertise on how best to communicate messages to their audiences. 


marketing communication tools Advertising, public relations, sales promotion, direct response marketing, event 
marketing and sponsorship, product placement and branded entertainment, personal selling, online marketing, social 
media marketing, and mobile marketing. 


marketing dashboard A visual computer display of essential marketing information. 
marketing metric A measure of the value or trend of a marketing activity or result. 
marketing mix The 4 Ps—product, price, place, and promotion. 


marketing orientation Focusing organizational efforts to collect and use information about consumers’ needs in order 
to create customer value. 


marketing plan Road map for the marketing activities of an organization for a specified future period of time. 


marketing process The process of (1) identifying consumer needs, (2) managing the marketing mix to meet these 
needs, and (3) reaching potential consumers or the market. 


marketing research The process of defining a marketing problem and opportunity, systematically collecting and 
analyzing information, and recommending actions. 


marketing strategy Means by which a marketing goal is to be achieved. 
marketing tactics Detailed day-to-day operational decisions essential to the overall success of marketing strategies. 


market segmentation The aggregation of prospective buyers into groups that have common needs and respond similarly 
to marketing programs. 


market share The percentage of sales volume for a product relative to the entire sales volume of the category in which 
it competes; ratio of a firm’s sales to the total sales of all firms in the industry. 


markup The difference between selling price and cost, usually expressed as a percentage of cost. 


mass marketing Marketing a product with broad appeal to the entire market without any product or marketing 
differentiation. 


matrix 2D barcode A two-dimensional response code that, when scanned by a mobile barcode reader or app, provides 
additional information, launches websites, prompts downloads, sends text messages, or deploys messages. 


measures of success Criteria or standards used in evaluating proposed solutions to the problem. 
merchandise mix How many different types of products a store carries and in what assortment. 
merchant wholesalers Independently owned firms that take title to the merchandise they handle. 


metrics Numeric data that are collected and grouped to track performance, often presented in spreadsheets and 
dashboards. 


microeconomic forces The supply and demand of goods and services and how this is impacted by individual, 
household, and company decisions to purchase. 


microsites Promotional websites created for short-term promotional purposes, often allowing consumers to enter 
contests and access promotional information. 


millennials People born between 1981 and 1996. This generation is also referred to as generation Y. 

minor innovations Minor product modifications that require no adjustments on behalf of the consumer. 
mission Statement of the organization’s purpose and direction. 

mobile advertising Refers to any advertising that is viewed on a mobile device such as a smartphone or a tablet. 


mobile applications (apps) Software programs that can be downloaded on a smartphone or tablet to engage consumers 
with information, entertainment, or interactivity. 


mobile check-in services When consumers check into locations using apps to post their whereabouts and to receive 
offers from local merchants on their mobile device. 


mobile discovery The use of mobile apps to help find local businesses, services, and attractions. 
mobile email Email sent and/or received using a mobile device. 


mobile marketing A set of practices that enables organizations to communicate and engage with their audiences in an 
interactive and relevant manner through any mobile device or network. 


mobile messaging Comes in the form of common short codes (CSC), short messaging services (SMS), multimedia 
messaging services (MMS), email messaging, in-person voice phone calls, and voice messaging. 
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mobile Web A website designed for the smaller screens of mobile devices. 


mobile Web apps Websites designed to simulate an app experience by adding a shortcut that runs off a browser on a 
mobile device. 


monopolistic competition Type of competition where a large number of sellers compete with each other, offering 
customers similar or substitute products. 


monopoly When only one company sells in a particular market. 
motivation Energizing force that stimulates behaviour to satisfy a need. 


multi-channel marketing Blending of different communication and delivery channels that are mutually reinforcing in 
attracting, retaining, and building relationships with customers. 


multichannel retailers Use a combination of traditional store formats and non-store formats such as catalogues and 
online retailing. 


multimedia messaging services (MMS) Standard text messaging services that include audio, video, or images. 
native apps Apps downloaded from app stores that are specifically created to be hosted and run on a mobile device. 


near field communications (NFC) The two-way radio communication between smartphones and smartphone-type 
devices to transfer images, documents, or monetary transactions when the two devices touch or are within a few inches 
of each other. 


need Occurs when a person feels deprived of basic necessities. 


new product development process Sequence of steps that a firm takes to develop a new product idea and take it to 
market. 


new product development strategy Setting the new product strategic direction for the company as a whole, and the 
precise objectives for the project at hand. 


niche marketing Marketing a limited product line to a narrow but profitable segment of the market that is of marginal 
interest to major competitors. 


non-durable good An item that does not last and is consumed only once, or for a limited number of times. 


nonprobability sampling Selecting a sample so that the chance of selecting a particular element of a population is either 
unknown or zero. 


North American Industry Classification System (NAICS) Provides common industry definitions for Canada, Mexico, 
and the United States. 


objectives Specific, measurable goals. 


observational data Facts and figures obtained by watching how people actually behave, which can be collected by 
mechanical (including electronic), personal, or neuromarketing methods. 


odd-even pricing Setting prices a few dollars or cents under an even number. 
off-price retailing Selling brand-name merchandise at lower than regular prices. 
oligopoly Type of competition that occurs when a few companies control a market. 


omnibus survey The voluntary participation of respondents in routine research surveys that allow marketers to add a 
small number of questions to an existing survey to receive cost-effective data. 


online behavioural advertising (OBA) The use of Web-based programs to track consumers’ online activity so as to 
deliver ads that correspond to browsing interests. 


opinion leaders Individuals who have social influence over others. 
optimization metrics Data that can point to adjustments or changes that should be made to your social media program. 


organizational buyers Manufacturers, wholesalers, retailers, and government agencies that buy goods and services for 
their own use or for resale. 


organizational buying behaviour Process by which organizations determine the need for goods and then choose among 
alternative suppliers. 


out-of-home (OOH) advertising Casually referred to as outdoor; reaches consumers outside the home in outdoor 
locations, in transit, or in commercial or business locations. 


owned media The media channels that a company controls, either fully or partially, such as a website, microsite, or 
social media page that is used to directly communicate with consumers. 


paid media The media time purchased so that messages can be disseminated through channels that are controlled by 
others. 


panel A large sample of respondents that voluntarily complete questionnaires on a regular basis so that researchers can 
assess changes in behaviour and attitudes. 


Pareto’s Rule The concept that 80 percent of a brand’s sales come from 20 percent of its customers. 


partnership marketing The creation of formal associations between brands that will result in incremental business for 
both brands that could not have been achieved separately. Also known as affinity marketing. 


patents Used to legally protect new technologies, unique processes, or formulations from usage by other companies. 


pay-per-click advertising (PPC) Ads that appear in response to keyword triggers on search engines, as well as on some 
websites, blogs, and social media sites, where the advertiser pays only when the ad is clicked. 


penetration pricing Setting a low initial price on a new product to appeal immediately to the mass market. 
perceived risk Anxiety felt when a consumer cannot anticipate possible negative outcomes of a purchase. 


perception Process by which someone selects, organizes, and interprets information to create a meaningful picture of 
the world. 


perfect competition Type of competition where there are many sellers with nearly identical products and little 
differentiation. 
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permission-based email When a recipient chooses to receive email from a marketer. 


personal selling The two-way flow of communication between a buyer and seller, often face-to-face or facilitated through 
communication devices, to influence an individual and group purchase decision. 


personality A person’s character traits that influence behavioural responses. 


personas Character descriptions of a typical customer in the form of fictional character narratives, complete with 
images that capture the personalities, values, attitudes, beliefs, demographics, and expected interactions with a brand. 


place Distribution channels, retail formats, and merchandising used to sell a product. 


positioning maps Visual representations of how products in a category are positioned in consumers’ minds; also known 
as perceptual maps. 


positioning statement A formalized statement that identifies the image a branded product represents in the market and 
what sets it apart from the competition. 


power centre Large shopping strip with multiple anchor stores, a convenient location, and a supermarket. 


predictive analytics The combination of data from varied sources to reveal patterns that are modelled to predict what 
might happen in the future. 


predictive modelling Based on statistical models that use data mining and probability analysis to foretell outcomes. 


press conference A planned event where representatives of the media are invited to an informational meeting with the 
company. 


press release An announcement written by an organization and sent to the media. 


prestige pricing Setting a high price so that quality- or status-conscious consumers will be attracted to the product and 
buy it. 


price What is exchanged for a product, including the expected regular retail or sale price. 
price skimming Pricing strategy where a company charges a high price initially and lowers the price over time. 
pricing constraints Factors that limit the range of prices a firm may set. 


pricing objectives Expectations that specify the role of price in an organization’s marketing and strategic plans. 


primary data Data that is original and specifically collected for a project. 


private-label brand Otherwise known as a store brand, a brand owned by a retailer that contracts its manufacturing to 
major suppliers, and then sells the product at its own retail stores, under its own store-brand name. 


probability sampling Selecting a sample so that each element of a population has a specific known chance of being 
selected. 


product Attributes that make up a good, a service, or an idea, including product design, features, colour, packaging, 
warranty, and service levels. 


product differentiation Positioning a product to a target group so that it appears distinct from competitive offerings. 
production orientation Focusing organizational efforts on the manufacture of goods. 


product life cycle The stages that a new product goes through, starting with introduction and evolving into growth, 
maturity, and decline. 


product line A group of similar products that are closely related because they satisfy a similar need and are directed at 
the same general target market. 


product line depth The assortment of different versions of each product sold within its product lines. 
product line length The total number of products or brands in a product line. 

product mix All the product lines marketed by a company. 

product mix width The number of different product lines offered by a company. 

product placement The inclusion of a product in a movie or TV program in return for payment. 


product positioning The impression of the product you want to establish in consumers’ minds relative to their needs 
and the competition. 


profit The excess of revenues over costs, the reward to a business for the risk it undertakes in offering a product for 
sale. 


profit equation Profit = total revenue - total cost. 


promotion Communication tools needed to inform customers about a product, including advertising, public relations, 
sales promotion, direct response, event marketing, sponsorship, online approaches, and personal selling. 


promotional mix The selection of promotional tools used to communicate with a target market. 
promotional websites Focus on showcasing products and services. 
psychographics Understanding consumers’ lives, values, personalities, general interests, opinions, and activities. 


publicity A non-personal form of communication that appears in the media and is not paid for directly by the 
organization. 


public relations A communications tool that seeks to influence the opinions and attitudes of target groups through the 
use of unpaid media exposure; targets the media in an attempt to generate positive publicity for a company, product, or 
individual. 


pull strategy When marketers focus communication efforts on ultimate consumers to build awareness, trial, and 
demand for a product. 


purchase decision process Stages that a buyer passes through when making choices about which products or services to 
buy. 


push notifications Any content sent to a mobile device that a customer must opt in to receive from a marketer. 


push strategy When marketers focus communication on the distribution channel to gain support from retailers, 
distributors, and wholesalers. 
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questionnaire data Facts and figures obtained by asking people about asking people about their attitudes, awareness, 
intentions, and behaviours. 


radical innovations New products that involve the introduction of a product that is entirely new and innovative to the 
market. 


reach The number of people who are exposed to a communication vehicle or message; is presented as a percentage of 
the total number of people in a target audience. 


recession A time of slow economic activity with two consecutive periods of negative growth. 
reference group A group of people who influence a person’s attitudes, values, and behaviour. 


regional shopping centres Consist of 50 to 150 stores that typically attract customers who live within a 5- to 15-km 
range; often containing two or three anchor stores. 


regulations Restrictions placed on marketing practices by government and industry associations. 


relationship marketing When organizations create long-term links with customers, employees, suppliers, and other 
partners to increase loyalty and customer retention. 


repositioning Changing the place a product occupies in consumers’ minds relative to competitive products to more 
accurately meet consumer needs. 


retailing mix The goods and services, pricing, physical distribution, and communications tactics chosen by a store. 


retailing All activities involved in selling, renting, and providing goods and services to ultimate consumers for personal, 
family, or household use. 


reverse auction Occurs when a buyer communicates a need for something and would-be suppliers bid in competition 
with one another. 


reverse logistics A process of reclaiming recyclable and reusable materials, returns, and reworks from the point of 
consumption or use for repair, remanufacturing, redistribution, or disposal. 


RFM analysis The rating of customers on the basis of how recently products were purchased (recency), how often 
products were purchased (frequency), and the dollar value of the transactions (monetary value). 


sales forecast The total number of a product that a firm expects to sell during a specified time period under specified 
environmental conditions and its own marketing efforts. 


sales orientation Focusing organizational efforts on selling as many products as possible. 


sales promotion A communications tool that provides short-term incentives to generate interest in a product or cause 
and encourages purchase or support. 


sampling The process of gathering data from a subset of the total population rather than from all members of that 
particular group. 


scrambled merchandising Offering several unrelated product lines in a single retail store. 


screening and evaluation Reduces the list of ideas down to a list of promising concepts. 


search engine marketing (SEM) Refers to a paid form of advertising that emerges after a search engine query. 


search engine optimization (SEO) Ensuring that websites are written, indexed, and coded so that they are highly rated 
and ranked by the search engines. 


secondary data Facts and figures that have already been recorded by a third party. 

selective distribution A firm selects a few retail outlets in a specific geographical area to carry its products. 
selling agents Represent a single producer and are responsible for the entire marketing function of that producer. 
service A product that is intangible; an activity, benefit, or satisfaction that you cannot touch. 

service continuum A range from tangible goods to intangible services. 

share of wallet The percentage of a customer’s purchases that a company has in a specific product category. 


shopping products Items that require comparison shopping between different brands and an investment of shopping 
time. 


short messaging services (SMS) Standard text messaging that uses protocols of 160 characters per message. 


showrooming Using mobile devices in-store to check online competitive product reviews and prices, which results in 
the online purchase of a cheaper product. 


shrinkage Breakage and theft of merchandise by customers and employees. 
situation analysis Taking stock of a firm’s or product’s past performance, where it is now, and where it is headed. 


skimming pricing Setting the highest initial price that customers really desiring the product are willing to pay when 
introducing a new or innovative product. 


smartphone An advanced cellphone that has similar functionality to a personal computer in addition to taking pictures, 
playing music and movies, navigating with GPS, and using apps to enhance its features and capabilities. 


social analytics The real-time measurement, interaction, and analysis of social media to assess social media campaign 
performance, message resonation and amplification, consumer sentiment, and common themes. 


social forces The demographic characteristics of the population and its culture. 


social listening Research that monitors public online consumer conversations on social media sites such as social 
networks, blogs, and forums. 


social media A form of online media that allows members to create their own network of friends and contacts to share 
comments, articles, opinions, videos, and images as a form of self-expression. 
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social media analytics The real-time measurement, interaction, and analysis of social media to assess social media 
campaign performance, message resonation and amplification, consumer sentiment, and common themes. 


social media marketing Reaching out to consumers online through social media networks. 


social media monitoring The monitoring of brand mentions, consumer sentiment, buzz, and engagement on the 
Internet. 


social media release A multimedia, online press-release platform that includes video, text, and images, as well as social 
media buttons for sharing on social networks and comment areas where viewers can leave comments. 


social networks Online websites that allow members to create a network of friends and contacts to share messages, 
comments, videos, and images as a form of self-expression. 


social TV Watching TV programming while adding comments on social networks. 

societal marketing concept Marketing programs that focus on the consumer and the well-being of society. 
socio-cultural forces Cultural values, ideas, and attitudes, as well as society’s morals and beliefs. 

spam The dissemination of unsolicited electronic messages to recipients. 


specialty products Items for special occasions that require a specific product or brand and require considerable time 
and effort to purchase. 


sponsorship When an advertiser pays a fee in exchange for inclusion in an event, involvement in its advertising 
opportunities, or exposure within the event itself. 


standard markup pricing Adding a fixed percentage to the cost of all items in a specific product class. 


strategic alliance Long-term arrangement between companies with similar values and marketing objectives that extends 
beyond short-term promotional offers into long-term formal business agreements. 


strategic marketing process Approach whereby an organization allocates its marketing mix. 


strategy An organization’s long-term course of action that delivers a unique customer experience while achieving its 
goals. 


strip location A cluster of stores serving people who live within a 5- to 10-minute drive. 


sub-brand A brand that uses the family brand name as well as its own brand name and identity so that it can take on 
the strengths of the parent brand but also differentiate itself. 


subcultures Subgroups within a larger culture that have unique values, ideas, and attitudes. 


supply chain management Integration and organization of information and logistics activities across firms in a supply 
chain for the purpose of creating and delivering goods and services that provide value to consumers. 


supply chain Sequence of firms that perform activities required to create and deliver a product to consumers or 
industrial users. 


supply partnership Relationship between a buyer and supplier that adopts mutually beneficial objectives, policies, and 
procedures. 


SWOT analysis The assessment of how well an organization or brand is servicing its businesses and target markets by 
evaluating its internal strengths and weaknesses, and its external opportunities and threats. 


target market The specific group or segment(s) of existing and potential consumers to which marketers direct their 
marketing efforts. 


target market profile A description of the target market that contains specific information about the target group in four 
areas: geographics, demographics, psychographics, and behaviouristics. 


target profit pricing Setting an annual target of a specific dollar volume of profit. 
target return-on-investment pricing Setting a price to achieve an annual target return on investment (ROI). 
target return-on-sales pricing Setting a price to achieve a profit that is a specified percentage of the sales volume. 


technological forces Inventions from science or engineering research. 


telemarketing Using the telephone to interact with and sell directly to consumers. 


test market An in-market localized approach, or short-term online destination, used to test the success of promotional 
offers, new services, or new-product launches. 


test marketing Offering a new product for sale on a limited basis in a defined geographic area to assess its success. 


total cost Total expenses incurred by a firm in producing and marketing a product; total cost is the sum of fixed cost 
and variable costs. 


total revenue Total money received from the sale of a product. 
touch points Any situation in which a customer comes into contact with a brand or company. 


trademarks Used by people or organizations to protect brand images, names, slogans, and designs from usage by 
others. 


trade promotions Short-term promotional tools used to generate support with wholesalers, distributors, or retailers. 


traditional auction Occurs when a seller puts an item up for sale and would-be buyers bid in competition with each 
other. 


traffic generation The visits to a location or website that result from direct response marketing. 
transactional websites Electronic storefronts focused on converting an online browser into an online buyer. 
unemployment rate Measures the share of the labour force that is not working. 
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unsought products Unknown items or those of no interest to the purchaser. 


user-generated content (UGC) Original online content that has been created by users in the form of blogs, posts, 
images, audio, or video. 


value The ratio of perceived benefits to price. 
variable cost Sum of the expenses of the firm that vary directly with the quantity of products that is produced and sold. 


vertical marketing systems Professionally managed and centrally coordinated marketing channels designed to achieve 
channel economies and maximum marketing impact. 


virtual services Services that exist only online and have no person-to-person interaction. 
vlog A blog posted in video format. 


voluntary chain A voluntary group or chain of retailers linked to the wholesale supplier and working together to achieve 
economies of scale in business practices including, but not limited to purchasing, and advertising. 


want A need that is shaped by a person’s knowledge, culture, and personality. 
wearables Devices that can be worn on the body or on clothes. 


web analytics The measurement and analysis of website data, looking at elements such as page views, time on site, 
bounce rate, new visitors, returning visitors, and referral traffic. 


Wi-Fi hotspots Areas set up with free Internet access. Once customers log in to use the free Wi-Fi, they can be sent 
location-specific content. 


wiki A collaborative website that uses an application with which multiple users can create, add, edit, or delete content. 


word of mouth People influencing each other in personal conversations. 


word-of-mouth marketing The spread of positive messages about a product by listening to consumers, identifying 
influential individuals that can spread the word, and making it easier for them to do so. 


Figure 1-1 Text Alternative (Chapter 1) 


Figure 1-1 A marketing department relates to many people, organizations, and forces. Note 
that the marketing department both shapes and is shaped by its relationship with these 


internal and external groups. 
Alt Text (Short Description) 
A flow chart explains about an organization and its various departments. 


Detailed description 


The Organization and Its Departments 


Society Society 


Alliances Ownership 


Manufacturing 
department 


Partnerships Relationships 


The flow chart shows the following: A circle at the center has an inner circle labeled Senior 
Management and an outer circle labeled: Research and development department, Human 
resources department, Information systems department, Marketing department, Finance 
department, and Manufacturing department. On the left, under the text Society, are two 
boxes labeled Other organizations and Suppliers. Arrows labeled Alliances point from Other 
organizations to Research and development department, and from the Manufacturing 
department to Other organizations. Arrows labeled Partnerships point from Suppliers to the 
Manufacturing department, and from the Finance department to Suppliers. On the right, 
under the text Society, are two boxes labeled Shareholders (owners) and Customers. Arrows 


labeled Ownership point from Shareholders to Human resources department, and from 
Information systems department to Shareholders. Arrows labeled Relationships point from 
Customers to Information systems department and from the Marketing department to 
customers. A large horizontal box underneath is labeled Environmental forces and contains 
smaller interior boxes labeled social, economic, technological, competitive and regulatory. 
An arrow points from Environmental forces to the Finance department in the circle above, 


and from the Marketing department to Environmental forces. 


Return to Figure 1-1 


Figure 1-2 Text Alternative (Chapter 1) 


Figure 1-2 The marketing process 


Alt Text (Short Description) 


A flow chart depicts the marketing process. 


Detailed description 


Discover 
consumer needs 
by researching what 
consumers’ needs are 


The flow chart presents the following information: An arrow from a component Potential 
consumers: The market points to the component, information about need, an arrow from 


Satisfy consumer needs 
by designing a marketing 
program having the right 
combination of: 

e Product 

e Price 

e Promotion 


e Place 


which further points to the component discover consumer needs by researching what 


consumers’ needs. An arrow from this component labeled concepts for products points to 


the component with the text, satisfy consumer needs by designing a marketing program 


having the right combination of: product, price, promotion, and place. An arrow from this 
component points to the component products, services, ideas, an arrow from which points 
to the component potential consumers: The market. 


E Return to Figure 1-2 


Figure 1-3 Text Alternative (Chapter 1) 


Figure 1-3 The evolution of business philosophies 
Alt Text (Short Description) 
A flow chart shows the evolution of business philosophies. 


Detailed description 


X 
A 1 4 a E 7 h elationship » 
| pos oer 1930s oe » 1960s | nes cena) 1990s E: orientatiani 


The flow chart has the following information: Four timeline boxes, rectangular but tapering 
to a point so they appear to be arrows, arranged in a row pointing to the right. Between 
them are years. From left to right: Production orientation: 1930s; Sales orientation: 1960s; 


Marketing orientation: 1990s; and Relationship marketing orientation. 


E Return to Figure 1-3 


Hush Blankets Graphic Text Alternative 
(Chapter 1) 


Hush Blankets is starting to move from solely digital marketing to other forms. 


Alt Text (Short Description) 


An advertisement board on the side of an ice-hockey rink reads, Hush(dot)ca. 


Detailed description 


Three players holding hockey sticks and wearing hockey jerseys, shorts, and gears stand in 


the foreground on the rink. 


E Return to Hush Blankets Graphic 


Marketing Graphic Text Alternative 
(Chapter 1) 


Are you a marketing expert? If so, what would you pay for this cutting-edge TV? 


Alt Text (Short Description) 


Five Samsung Qled 8 K televisions of different sizes are displayed in a large hall. 


Detailed description 


Their screens together display some skyscrapers peeking through some clouds, aligning with 


each other. 


E Return to Marketing Graphic 


Costco understands Graphic Text 
Alternative (Chapter 1) 


The Costco.ca site allows customers to easily compare products. 
Alt Text (Short Description) 


A screenshot of the Costco website. The website displays a variety of household products, 


including toothpaste, batteries, and cleaning supplies. 


Detailed description 


The website reads Costco wholesale at the top left followed by a search bar in the center, 
and three buttons labeled sign in or register, orders and returns, and cart, on the right. 
Above these 3 buttons, there are 5 buttons labeled warehouse savings, get email offers, 
customer service, C A, and E N. C A and E N have a dropdown arrow each. Below the 
header page is a tab with the following options from left to right: Shop, grocery, same-day, 
business center, pharmacy, services, photo, travel, optical, tires, membership, and locations. 
Below this tab is a section with details on the left for my warehouse shown as Thorncliffe 
Park open until 8 hours 30 minutes pm, delivery location M 4 V 2h7. On the right the given 
details are for Costco grocery current order: 0.00 Dollar followed by the text Add 75 Dollars 
more to avoid the Costco grocery surcharge. This is followed by a hyperlink for lists and 
reorders, below it. The home screen has 2 panels under household products under grocery 
and household that are under the home page, left and right. The left panel has four sections 
from top to bottom. The first section is for the filter results and has the following: Category. 


Select a different category. Grocery and household. Household products. The second 
section is for delivery location and has the following text: M 4 V 2 H 7. This is followed by 3 
checkboxes labeled Costco grocery and contains 8 items, Delivery which contains 23 items, 
and Show out-of-stock items. Delivery and show out-of-stock items check boxes are checked. 
The third section is for the price which includes 3 unchecked checkboxes for less than 5 
dollars containing 5 items, 25 dollars to 50 dollars containing 16 items, and 50 dollars to 
100 dollars containing 2 items. The fourth section is for the brand. The right panel is titled 
Household Products. Below the title are 2 advertisement blocks displaying the logo of 
Colgate, and the text effective 12-hour antibacterial protection, and the price of the product 
is 19.99 dollars followed by the description. Below this block is a filter for sorting, where the 
drop down menu is set as most viewed, on the left. The text on the right reads, showing | to 
23 of 23. Below the filter are 2 boxes labeled delivery and show out-of-stock items, which are 
the applied filters. Below the boxes are the products displayed in a row. The products are 
pure nature dish and hand soap bulk refill 10 liters for 39.99 dollars, air wick scented oil 
plug-in summer delights and a turquoise oasis for 27.99 dollars, Duracell copper top aa 
batteries with power boost ingredients at 25.99 dollars, and Palmolive advanced dish liquid 
at 10.99 dollars. Hand soap and batteries have options to compare products while the other 


2 products show that they may be available in-warehouse at a lower non-deliverable price. 


Return to Costco understands Graphic 


Creating products Graphic Text 
Alternative (Chapter 1) 


MEC very simply highlights product quality in this ad. 
Alt Text (Short Description) 


A screenshot of the Mountain Equipment Company's buyer's guide for Spring 2023 features 


a variety of backpacks, tents, sleeping bags, and shoes. 


Detailed description 


MrS Ab pai penas mas Wr > mangas 


z Mrs “sine 
Giria ntooking cy BMA A hoc OH 
Equipment 
Company New arri 


ai mee Buyer s oe ZA Ta 


The text at the top left reads, its a bike party exclamation mark deals this way, followed by a 


right arrowhead. This text is followed by the main header with an icon of a mountain 
followed by the text mountain equipment company, which is the logo of the company. To the 
right of the logo is a search bar, at the center. To its right are the text My store and the 
option to set my store below it. On the top right is the option to change the language which 
is currently set to Francois. Below are the links with drop-down arrows beside them labeled 
Account, Help, and Cart. Below the search bar is a menu bar with the links to the following 
pages: New Arrivals, deals, activities, women, men, kids, brands, About Us, and Learn. Each 
option here has a drop-down arrow. The page has 2 panels, left and right. The left panel has 
text reading Spring Buyer’s Guide ‘23. Below the text, there are 5 stars in a row. At the 
bottom of the left panel is a photo of the mountain. The products displayed in the right 


panel are as follows: Row 1 contains a fanny bag, hiking shoes, and a hoodie. Below the 


fanny bag, is a sport shoe and a jacket, at the top and bottom. To their right is a hiking bag 
and a shoulder bag. At the bottom of these displayed products is a box labeled M E C 
Buyer’s Guide: Spring ‘23. This is it: your shortcut to the best gear for hiking, climbing, trail 


running, camping and so much more. Below this is a button labeled Explore the Guide. 


Return to Creating products Graphic 


Halo Top ice cream Graphic Text 
Alternative (Chapter 1) 


Halo Top allows consumers to feel good about eating ice cream without worrying about the 


calories. 
Alt Text (Short Description) 
A Halo Top Maple Pecan ice cream container. 


Detailed description 


calories 
per 188 ml 


The text on its side reads, 140 calories per 188 milliliters serving, 14 grams of sugar per 188 


milliliters serving, and frozen dessert 473 milliliters. 


El Return to Halo Top ice cream Graphic 


Movember Foundation Graphic Text 
Alternative (Chapter 1) 


Alt Text (Short Description) 


A poster for Movember has an illustration of a loading bar in the shape of a mustache with 


markings 0 and 1000 on either end of it. 


Detailed description 


HOW CLOSE ARE 
YOU TO YOUR 


TARGET? 


Don’t just be satisfied with getting 
over the finish line - go big and Mo 
for gold. Here’s how. 


woe MOVEMBER’ “we MOVEMBER’ “we MOVEMBER’ woe; MOVER 


The loading bar is three-forth loaded. The text on the poster above the mustache reads, How 
close are you to your (in bold) target? (bold ends). The text below the mustache reads, Don’t 
just be satisfied with getting over the finish line-go big and mo for gold. (In Bold) Here’s how 
(Bold ends). 


{Z Return to Movember Foundation Graphic 


Benevity—Making CSR the Brand 
Graphic Text Alternative (Chapter 1) 


Alt Text (Short Description) 


A poster for Benevity. We are, a mighty force for collective impact. We are we. Benevity 


logo. 


Detailed description 


Weare,a 
collective impact. 


We We | @ benevity 


Above it is an icon of an arrow hitting the center of a target. The arrow's tail feather is in the 


shape of a heart. 


Return to Benevity—Making CSR the Brand Graphic 


Digital Marketing Graphic Text 
Alternative (Chapter 1) 


Digital marketing provides many online communication tools. 


Alt Text (Short Description) 


A smartphone screen with a variety of social media apps on it. 


Detailed description 


Some of the icons are for Snapchat, Twitter, WhatsApp, Instagram, Facebook, and Pinterest. 


E Return to Digital Marketing Graphic 


Digital Marketing Campaign Graphic 
Text Alternative (Chapter 1) 


Charmin Sit or Squat campaign. 
Alt Text (Short Description) 


An advertisement for Charmin’s Sit or Squat app, with screenshots of locations, maps, and 


ratings shown. 


Detailed description 


The app gives locations and cleanliness ratings for local toilets. 


(I Return to Digital Marketing Campaign Graphic 


Partnership Marketing Graphic Text 
Alternative (Chapter 1) 


A strategic alliance between Scotiabank and Cineplex Entertainment created the SCENE 
loyalty card. 


Alt Text (Short Description) 


An advertisement shows a Scotiabank Scene plus debit card with a pile of popcorn in front 
of it. 


Detailed description 


The faster way to 
earn SCENE points 


§ Scotiabank’ 


Get 5 FREE movies* when you open a bank account with a SCENE” 
debit card. Plus, earn SCENE points on all your everyday purchases. 


Learn more at www.scotiabank.com/scene 


You're richer than you think: S5 Scotiabank” 


The text above reads, “The faster way to earn Scene plus points.” The text below reads, Get 

5 free movies when you open a bank account with a SCENE registered debit card. Plus, earn 
SCENE points on all your everyday purchases. Learn more at w w w dot Scotiabank dot 
com forward slash scene. You're richer than you think: The Scotiabank logo is to its right. 
Some conditions are listed below. 


Return to Partnership Marketing Graphic 


The Ethics of Greenwashing Graphic 
Text Alternative (Chapter 1) 

Alt Text (Short Description) 

A chart with information on Fogo Island Inn, and a photo of Fogo Island Inn. 


Detailed description 


Economic Nutrition™ 


fogoislandinn 


NIGHTLY STAY (ACTUAL 2018) WHERE THE MONEY GOES 


Labour 49% 
Food, Room Supplies 12% 
Commissions, Fees 5% 
Operations, Admin 18% 
Sales, Marketing 4% 
Surplus 12% 
Reinvested in the community of Fogo Island 


Economic Benefit Distribution 
Fogo Island 65% Canada 19% 


Newfoundland 13% Rest of the World 3% 


ECONOMIC NUTRITION is a certification trademark of Shorefast Foundation, used 
under license by Shorefast Social Enterprises Inc. 


The chart on the left shows the following data: Economic Nutrition: Fogo Island Inn. 
Labour: 49 percent; Feed, Room Supplies: 12 percent; Commissions, Fees: 5 percent; 
Operation, Admin: 18 percent; Sales, Marketing: 4 percent; Surplus: 12 percent. A section 
below titled Economic Benefit Distribution has two rows and three columns of data which 
are not legible. The photo on the right shows the Fogo Island Inn, which are some buildings 


on rocky terrain. One particular building is over a foundation made of wooden logs. 


{E Return to The Ethics of Greenwashing Graphic 


Canadian marketing job-search Graphic 
Text Alternative (Chapter 1) 


The Canadian Marketing Association has a job bank that can be used by its members. 
Alt Text (Short Description) 


A screenshot shows the Canadian Marketing Association website. 


Detailed description 
Job Seekers 
Employers = Š 
Marketing 
Career Resources J Oo b Ba n k 
Professional Your Canadian Marketing 
Development Career Resource Centre 


The screenshot shows the following links on the left: Job Seekers, Employers, Career 
Resources, and Professional Development. A photo on the right shows five people in formal 
attire sitting in chairs next to each other waiting, holding files, and fiddling with their 
phones. The text above this photo reads, Marketing Job Bank. Your Canadian Marketing 


Career Resource Center. 


Return to Canadian marketing job-search Graphic 


Venn diagram Graphic Text Alternative 
(Chapter 1) 

Alt Text (Short Description) 

A Venn diagram shows 4 overlapping circles. 


Detailed description 


1 
What You 
Love 


2 7 3 
What You Are ikigai What the World 
Good At 5 p Needs 


4 
What You Can Be 
Paid For 


Circle 1 is labeled what you love, circle 2 is labeled what you are good at, circle 3 is labeled 
what the world needs, and circle 4 is labeled what you can be paid for. The common region 
of intersection is labeled ikigai. 


(| Return to Venn diagram Graphic 


Figure 2-1 Text Alternative (Chapter 2) 


Figure 2-1 The interaction of the external environment with the organization, customers, 


and suppliers 
Alt Text (Short Description) 


A block flow diagram for the interaction of the environmental forces with suppliers, 


organization, and customers. 


Detailed description 


Organization 


Suppliers ales Customers 


The environmental forces comprise 5 blocks with their respective points as follows. The 
social environmental force has demographic shifts and cultural changes factors. The 
economic environmental force has macroeconomic conditions and consumer income 
factors. The technological environmental force has changing technology, technology's 
impact on customer value, and technology-enabled data analytics factors. The competitive 
environmental force has alternative forms of competition and small business factors. The 
regulatory environmental force has laws protecting competition, laws affecting marketing 
mix actions, and self-regulation factors. Above the environmental forces block 3 blocks 
labeled suppliers, an organization with a marketing department, other departments, and 
employees, and customers are present. These blocks connect with environmental forces 


block via arrows. 


(| Return to Figure 2-1 


Figure 2-2 Text Alternative (Chapter 2) 


Figure 2-2 Age pyramid of the Canadian population 
Alt Text (Short Description) 
Age pyramid of the Canadian population in 2021 for male and female. 


Detailed description 


Age pyramid of the Canadian population (2021) 
Age 


test generation (born before 1928) 


eration (1928 to 1945) 


2021 y y o y y 2021 
300,000 250,000 200,000 150,000 100,000 50,000 0 © 50,000 100,000 150,000 200,000 250,000 300,000 
Number 


Source(s): Census of population, 2021 (3901). 


The age groups are displayed on the vertical axis, and the number of people in each age 
group is displayed on the horizontal axis. The year of birth male on the left vertical axis 
ranges from 1921 at the top to 2021 at the bottom with increments of 5 years. The year of 
birth female on the right vertical axis ranges from 1921 at the top to 2021 at the bottom with 
increments of 5 years. In between these two vertical axes, a vertical axis for age is marked 
ranging from 0 at the bottom to 100 at the top with increments of 5. The horizontal axis of 
both graphs displays the number ranging from 0 to 300,00 with an increment of 50,000 
from left to right, respectively. Both graphs have 7 sections ranging between different ranges 
of age and year of birth for males and females from top to bottom as follows: The greatest 
generation born before 1928 with an age range of 95 to 100 as of 2021. Interwar generation 
from 1928 and 1945 with an age range of 75 to 95 as of 2021. Baby boomers born between 
1946 and 1965 with an age range of 55 to 75 as of 2021. Generation X was born between 
1966 and 1980 with an age range of 40 to 55 as of 2021. Millennials are born between 1981 
and 1996 with an age range of 25 to 40 as of 2021. Generation Z was born between 1997 
and 2012 with an age range of 10 to 25 as of 2021. Generation alpha born between 2013 and 
2021 with an age range of 0 to 10 as of 2021. 


Return to Figure 2-2 


Figure 2-3 Text Alternative (Chapter 2) 


Figure 2-3 2022 Canadian social media usage statistics 


Alt Text (Short Description) 


A horizontal bar graph shows the responses to the question, which social media platforms 


do you use most regularly. 
Detailed description 


Which social media platforms do you use most regularly? 


Facebook 
YouTube 
Instagram 
TikTok 
Twitter 
Pinterest 
Snapchat 


LinkedIn 


Reddit 
Twitch J 10% 
Tumbir fj 5% 
WeChat [J 5% 
Yelp | 4% 
Flickr fj 3% 


Foursquare | 2% 


Other fj 3% 


0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 
Share of respondents 


The horizontal axis denotes the share of respondents ranging from 0 percent to 90 percent 
with an increment of 10 percent. The vertical axis denotes the social media platforms. The 
data in the graph for each social media platform is as follows. Facebook, 78 percent; 
YouTube, 72 percent; Instagram, 53 percent; Tiktok, 30 percent; Twitter, 29 percent; 
Pinterest, 28 percent; Snapchat, 27 percent; LinkedIn, 24 percent; Reddit, 20 percent; 
Twitch, 10 percent; Tumblr, 5 percent; WeChat, 5 percent; Yelp, 4 percent; Flickr, 3 percent; 


Foursquare, 2 percent; and other, 3 percent. 


E Return to Figure 2-3 


Figure 2-4 Text Alternative (Chapter 2) 


Figure 2-4 Three levels of consumer income 

Alt Text (Short Description) 

An illustration depicts the three levels of customer income. 
Detailed description 


Taxes & 


D 
Shelter Gy 
lt 


Food 
Disposable 


i Income 


Clothing <r 


Vacations 4 
~ 


E ae 
—— 
RIPS 
Jewellery S&S 


Discretionary 
Income 


A chart showing a list of spending categories are as follows: 
e Gross income: 
o Taxes 
o Shelter 
o Food 
o Clothing 
o Vacations 
o Jewellery 
e Disposable Income: 
o Shelter 
o Food 
o Clothing 
o Vacations 


o Jewellery 


e Discretionary Income: 


o Vacations 


o Jewellery 


E Return to Figure 2-4 


Figure 2-5 Text Alternative (Chapter 2) 


Figure 2-5 Types of competition 
Alt Text (Short Description) 
An illustration depicts the types of competition in business. 


Detailed description 


The illustration shows the following: Monopoly: One firm. Example: regional electricity 
companies. Oligopoly: Few firms. Example: airlines. Monopolistic Competition: Many firms, 
similar products. Example: Running shoes. Perfect competition: Many firms, identical 


products. Example: apple farmers. 


E] Return to Figure 2-5 


Fraud Prevention Graphic Text 
Alternative (Chapter 2) 
The Competition Bureau can levy hefty fines. 


Alt Text (Short Description) 


A poster with a dog sitting in front of a white brushstroke. 


Detailed description 


Fraud Prevention 
Month 


Recognize, reject and report fraud al lb í 


Canada 


The text at the bottom left reads, Fraud Prevention Month: Recognize, reject, and report 
fraud. The Canada Logo is at the bottom right. 


(| Return to Fraud Prevention Graphic 


Fraud Prevention Graphic Text 
Alternative (Chapter 2) 


Navigate to adstandards.ca to review guidelines and reports on advertising in Canada. 
Alt Text (Short Description) 
A screenshot of the Ad Standards website. 


Detailed description 


—_ 
Ad Standards” 


THE 

POWER 

OF THIS 
CHECK MARK 


The screenshot shows the homepage of the website, which includes the following 
information: The Ad Standards logo at the center, at the top. A tab below the logo with the 
following options from left to right: Home, about, code, complaints, preclearance, and 
resource. Below the tab is the homepage with a text box for news on the left that reads the 


following information: Holiday Closure Notice. Please note our offices will be closed on 
Friday, April 7, and Monday, April 10. We will re-open on Tuesday, April 11. Trending 
Claims in Food Advertising. In the center, the text reads The power of this check mark, 
followed by a button with the text learn more over it. On the right, there is a tick mark over a 


square. 


E Return to Fraud Prevention Graphic 


Cultural origins reported by the 
population Graphic Text Alternative 
(Chapter 2) 

Alt Text (Short Description) 


An illustration shows the most common ethnic or cultural origins reported by the 


population, in Canada, in 2021. 


Detailed description 


Most common ethnic or cultural origins reported by the population, Canada, 2021 
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Proportion of single responses: 


E Less than 32.5% [H] Between 32.5% P More than 51.7% 


Note(s): The size of the bubble is in proportion to the number of total responses for a given ethnic or 
cultural origin. The colour of the bubble represents the proportion of single responses for a given ethnic 
or cultural origin grouped into tertiles. 

Source(s): Census of Population, 2021 (3901). 


The bubbles indicate the proportion of single responses in different colors. The peach color 
is for less than 32.5 percent with the following responses in the order of larger to smaller 
sized bubbles: English, Scottish, Irish, German, Ukrainian, Dutch, Welsh, Russian, Metis, 
and Norwegian. The blue color bubbles are for between 32.5 percent responses with the 
following responses in the order of larger to smaller sized bubbles: French, Italian, Polish, 
British Isles, and First Nations. The green bubbles are for more than 51.7 percent with the 
following responses in the order of larger to smaller sized bubbles: Canadian, Chinese, 
Indian (India), Filipina, Quebecons, French Canadian, White, European, and Portuguese. 
The text at the bottom reads, Note(s): The size of the bubble is in proportion to the number 


of total responses for a given ethnic or cultural origin. The color of the bubble represents the 


proportion of single responses for a given ethnic or cultural origin grouped into tertiles. 
Source(s): Census of Population, 2021 (3901). 


E Return to Cultural origins reported by the population Graphic 


Figure 3-1 Text Alternative (Chapter 3) 


Figure 3-1 Purchase decision process 
Alt Text (Short Description) 
A flow chart shows a purchase decision process. 


Detailed description 


Problem 
recognition: 


Perceiving 
a need 


Five boxes in a row, each with an arrow pointing to the next, as follows: Problem 
recognition: Perceiving a need Information search: Seeking value Evaluation of alternatives: 
Assessing value Purchase decision: Buying value Post-purchase behaviour: Value in 


consumption or use 


E Return to Figure 3-1 


Figure 3-3 Text Alternative (Chapter 3) 


Figure 3-3 Influences on the customer purchase decision process 
Alt Text (Short Description) 
A flow chart shows the influences on the customer purchase decision process. 


Detailed description 


Marketing mix influences 


- Product 
- Price 

- Promotion 
+ Place 


Customer purchase 
decision process 
Problem recognition 


ychologi 


cio-cultural 
influences influences 


+ Personal 
influence 

- Reference 
groups 

+ Family 

+ Culture 

+ Subculture 


iil 


+ Motivation Information search 
+ Personality 

+ Perception 

+ Learning 

- Values, beliefs, 
and attitudes 


+ Lifestyle i 


Evaluation of alternatives 


Purchase decision 


Post-purchase behaviour 


Situational influences 


+ Purchase task 
+ Social surroundings 
+ Physical surroundings 
+ Temporal effects 
- Antecedent states 


A central box with four boxes surrounding it. All boxes have titles and lists of information, 
as follows: Central box: Consumer purchase decision process. Each item has an arrow 
leading from it: downward to the next:, Problem recognition, Information search, Evaluation 
of alternatives, Purchase decision, Post-purchase behaviour, Four surrounding boxes. Each 
has an arrow pointing to the central box: Marketing mix influences: Product, Price, 
Promotion, Place; Socio-cultural influences: Personal influence, Reference groups, Family, 
Culture, Subculture; Situational influences: Purchase task, Social surroundings, Physical 
surroundings, Temporal effects, Antecedent states; Psychological influences: Motivation, 


Personality, Perception, Learning, Values, beliefs, and attitudes, and Lifestyle. 


ie) Return to Figure 3-3 


Figure 3-4 Text Alternative (Chapter 3) 


Figure 3-4 Maslow’s hierarchy of needs 
Alt Text (Short Description) 
An illustration shows Maslow’s hierarchy of needs. 


Detailed description 


Self- 
actualization 
needs: 
Fulfillment of 

ambitions and hopes 


Esteem needs: 
Status, respect, prestige 


Social needs: 
Friendship, belonging, love 


Safety needs: 
Freedom from harm, financial security 


Physiological needs: 
Food, water, shelter 


A pyramid sectioned horizontally, with each section labeled as follows from the base to the 
top: Physiological needs: Food, water, shelter; Safety needs: Freedom from harm, financial 
security; Social needs: Friendship, belonging, love; Esteem needs: Status, respect, prestige; 


and Self-actualization needs: Fulfillment of ambitions and hopes. 


Ù] Return to Figure 3-4 


Figure 4-1 Text Alternative (Chapter 4) 


Figure 4-1 The basic market research process 
Alt Text (Short Description) 
A flow chart shows the basic market research process. 


Detailed description 


Step1 Step 2 Step 3 Step 4 Step 5 


Develop findings 

e Analyze the data 

e Present the 
findings 


> 


Feedback to learn lessons for future research 


The data from the flow chart are represented as follows: Step 1: Define the problem: set 
research objectives, identify possible marketing actions. Step 2: Develop the research plan: 
specify constraints, identify data needed for marketing actions, determine how to collect 
data. Step 3: Collect relevant information: obtain secondary data, obtain primary data. Step 
4: Develop findings: Analyze the data, present the findings. Step 5: Take marketing actions: 
make action recommendations, implementation recommendations, evaluate results. An 
arrow from step 5 pointing to the other four steps is labeled Feedback to learn lessons for 


future research. 


(| Return to Figure 4-1 


A properly selected sample Graphic Text 
Alternative (Chapter 4) 


A properly selected sample should be representative of the population being studied. 
Alt Text (Short Description) 


Illustrations of human figures arranged in 4 columns and 5 rows denotes population out of 


which few are chosen as sample. 


Detailed description 


O © 
® @ 
© O 
® @ 
© 
® 


POPULATION SAMPLE 


The illustrations on the left in 4 columns and 5 rows are labeled population and from the 
population, 6 human figures are enclosed in a rectangular box. The 6 chosen figures are in 
columns 3 and 4 and last 3 rows. They are shown on the right side inside a rectangle box 
labeled sample. The population and sample labels have a right-facing arrow in between. A 
woman holds an eyeshadow palette in her left hand while applying a blue eyeshadow on her 
right eye. 


(| Return to A properly selected sample Graphic 


Figure 4-2 Text Alternative (Chapter 4) 


Figure 4-2 Sources of information 
Alt Text (Short Description) 


A tree diagram for the sources of information comprises blocks for data that bifurcates to be 
divided into different sections. 


Detailed description 


Secondary data 

e Facts and 
figures already 
recorded prior 
to the project 


Primary data 

e Facts and 
figures newly 
collected 
for the project 


The block data contains facts and figures pertinent to the project bifurcates into secondary 
data and primary data. Secondary data contains facts and figures already recorded prior to 
the project. The primary data contains facts and figures newly collected for the project. The 
secondary data bifurcates into internal data inside the firm with inputs for budgets, financial 
statements, sales call reports and outcomes for actual sales and customer communications 
and external data outside the firm contains census reports, trade association studies, 
business periodicals, and internet-based reports. The primary data trifurcates into 
observational data for watching people contains mechanical methods, personal methods, 
and neuromarketing methods, questionnaire data to ask people contains idea generation 
methods and idea evaluation methods, and other sources of data contains social media, 


panels and experiments, information technology , IoT, and data mining. 


(“| Return to Figure 4-2 


Focus groups of students Graphic Text 
Alternative (Chapter 4) 


Focus groups of students and instructors were used in developing this textbook. 


Alt Text (Short Description) 


Some students sit behind a table with their back facing the camera. 


Detailed description 


The students face towards a glass chamber within which are some people seated around a 


large table. 


E} Return to Focus groups of students Graphic 


Figure 4-3 Text Alternative (Chapter 4) 


Figure 4-3 To obtain the most valuable information from consumers, this Wendy’s survey 


uses four different kinds of questions discussed in the text 
Alt Text (Short Description) 


(Part A) A questionnaire with 5 questions related to customer’s experience with fast-food 
restaurants. 


(Part B) A questionnaire with 4 questions related to customer’s experience with fast-food 
restaurants. 


Detailed description 


4. What things are most important to you when you decide to eat out at a fast-food restaurant? 


2. Have you eaten at a fast-food restaurant in the past month? 
© Ys @ No 
3. If you answered yes to question 2, how often do you eat at a fast-food restaurant? 
@ Once a week or more @ 2 to 3 times a month @ Once a month or less 


4. How important is it to you that a fast-food restaurant satisfies you on the following characteristics? 
[Check the response that describes your feelings for each characteristic listed] 


Very Somewhat Somewhat Very 
Characteristic Important Important Important Unimportant Unimportant Unimportant 

* Taste of food © © © © © © 

* Cleanliness © © © © © © 

e Price (J © © © © © 

e Variety of menu © @ © © © ( 


5. For each of the characteristics listed below check the space on the scale that describes how you feel 
about Wendy’s. Mark an X on only one of the five spaces for each characteristic listed. 


Characteristic Check the space that describes the degree to which Wendy’s is . . . 
* Taste of food Tasty Not Tasty 
* Cleanliness Clean Dirty 
* Price Inexpensive Expensive 


* Variety of menu Broad Narrow 


6. Check the response that describes your agreement or disagreement with each statement listed below: 


Strongly Don’t Strongly 
Statement Agree Agree Know Disagree Disagree 


* Adults like to take their families © © © © © 
to fast-food restaurants 

* Our children have a say in where © © © © © 
the family chooses to eat 

7. How important are each of the following sources of information to you when selecting a fast-food 
restaurant at which to eat? [Check one response for each source listed.] 
Source of Very Somewhat Not at All 

Information Important Important Important 

* Television (9 © © 

* Newspapers © © 9 

* Radio © © © 

* Billboards © (9 (J 

* Internet © © © 

* Social networks © © © 

8. How often do you eat out at each of the following fast-food restaurants? [Check one response for each 
restaurant listed.] 
Once a Week 2to3 Once a Month 

Restaurant or More Times a Month or Less 

* Burger King © © © 

* McDonald's @ © © 

+ Wendy's © @ (J 


9. As head of the household, please answer the following questions about you and your household. 
[Check only one response for each question.] 


a. What is your gender? @ Male = @ Female 

b. What is your marital status? © @ Single @ Married — @ Other (widowed, divorced, etc.) 
c. How many children under age 18 live in yourhome? @0O @1 @2 ©@ 3ormore 
d.Whatis yourage? @ Under25 @ 25-44 © 45orolder 


e. What is your total annual individual or household income? 
@ Less than $15,000 @ $15,000-$49,000 @ Over $49,000 


Question 1. What things are most important to you when you decide to eat out at a fast-food 
restaurant question mark, followed by blank spaces for answers.. Question 2. Have you eaten 
at a fast-food restaurant in the past month question mark, followed by 2 options yes or no. 
Question 3. If you answered yes to question 2, how often do you eat at a fast-food restaurant 
question mark, followed by 3 options once a week or more, 2 to 3 times a month, and once a 
month or less. Question 4. How important is it to you that a fast-food restaurant satisfies you 
on the following characteristics question mark, check the response that describes your 
feelings for each characteristic listed, followed by 7 columns. The column headers are 
characteristic, very important, somewhat important, important, unimportant, somewhat 
unimportant, and very unimportant. The characteristic column has the following row 
headers, taste of food, cleanliness, price, and variety of menu. Each characteristic has circles 
below each feeling to be ticked. Question 5, for each of the characteristics listed below, 
check the space on the scale that describes how you feel about Wendy’s. Mark an X on only 
one of the five spaces for each characteristic listed. The characteristics are the taste of food 
with the scale of tasty and not tasty and 4 blanks between them. Cleanliness with a scale of 
clean and dirty and 4 blanks between them. Price with a scale of inexpensive and expensive 
with 4 blanks between them. Variety of menu with a scale of broad to narrow with 4 blanks 
between them. 


Question 6, check the response that describes your agreement or disagreement with each 
statement listed below. Statement 1, Adults like to take their families to fast-food restaurants, 


and statement 2, our children have a say in where the family chooses to eat and responses to 


be ticked are strongly agree, agree, don’t know, disagree, and strongly disagree. Question 7, 
how important are each of the following sources of information to you when selecting a fast- 
food restaurant at which to eat question mark check one response for each source listed. 
Sources of information’s are television, newspapers, radio, billboards, internet, and social 
networks. Each source of information has 3 responses very important, somewhat important, 
and not at all important, from which one has to be chosen. Question 8, how often do you eat 
out at each of the following fast-food restaurants question mark check one response for each 
restaurant listed. Restaurants are Burger King, McDonald’s, and Wendy’s. Each restaurant 
has 3 responses once a week or more, 2 to 3 times a month, and once a month or less, from 
which one has to be chosen. Question 9, as head of the household, please answer the 
following questions about you and your household. Check only one response for each 
question. A, what is your gender, choose from male or female. B, what is your marital status 
choose from single, married, other such as widowed, divorced, etcetera. C, how many 
children under age 18 live in your home, 0, 1, 2, and 3 or more. D, what is your age under 
25, 25 to 44, and 45 or older. E, what is your total annual individual or household income, 
less than 15000 dollars, 15000 dollars to 49000 dollars, or over 49000 dollars. 


Return to Figure 4-3 


Figure 4-5 Text Alternative (Chapter 4) 


Figure 4-5 How marketing researchers and managers use an intelligent enterprise platform 
to turn data into action 


Alt Text (Short Description) 


A flow chart shows how marketing researchers and managers use an intelligent enterprise 
platform to turn data into action. 


Detailed description 


Intelligent Marketing Enterprise Platform 


Databases 
Internal 


Big data 


External 


fa 


Marketing researcher or 


Data analytics 


l 
data scientist 


The flowchart is divided into two sections: the top half is labeled Big Data, and the bottom 
is labeled Data analytics. 


Big Data: the center box is labelled Data warehouse containing internal and external 
databases. Pointing to and from data warehouse: cloud environment: 

e Data storage. 

e Cloud computing capabilities. 


e Artificial intelligence. 


Pointing to internal databases: Internal data sources: 
e Customer orders. 
e Customer data. 


e Inventory. 


e Sales calls. 


« Promotions. 


Pointing to external databases: External data sources: 
e Global sources. 

e Trade associations. 

e Census data. 

e Internet of Things. 


e Single-source services. 


Data analytics: 


Analytical tools to organize, manipulate, analyze, and present data, points to and from Data 


warehouse in top half, Big data. 


Analytical tools to organize, manipulate, analyze, and present data, also points to Results, 
which points to marketing researcher or data scientist, then to buying queries: 

e who buys...? 

e how much...? 


e Why...? 
which points back to analytical tools to organize, manipulate, analyze and present data. 


Return to Figure 4-5 


Dashboards Graphic Text Alternative 
(Chapter 4) 


Dashboards help marketers visualize metrics. 
Alt Text (Short Description) 
A screenshot of the digital marketing dashboard of Klipfolio displaying 9 sections. 


Detailed description 


Digital Marketing Dashboard O00009 Klipfolio’ 
Lead Breakdown (Today) Leads This Month 


Trials Non Leads (Today) Leads (This Month) Web Users (This... 
ga 


26,472 
6,524 
Follower 


13,911 
Subscribers 


SEET 


2,385 
Falouere 
= Aipoto 


The top left section of the dashboard is for a lead breakdown of today that shows 2 vertical 
bars for trials at 22.76 percent in green color on the left and nontrial at 63.59 percent in 
blue on the right. The second section below this is for today's lead-by program that shows 6 
horizontal bars denoting the roles on a scale of 0 to 20 with an increment of 5, exhibiting 
the following data. The contact bar ranges to around 13, the subscription bar ranges to 
around 3, the corporate bar ranges to around 10, the dashboard bar ranges to around 4, the 
blog bar ranges to around 18, and the inbound call bar ranges to around 9. The third section 
is below this for trial leads by region today shows a world map with light and dark blue 
shaded regions. The fourth section is to the right of the first section and it is for leads this 
month. It shows leads today as 77 and a scaling bar leads this month as 2310 and a scaling 
bar below it with a section marked at 1500, and web users as 155446 with a scaling bar 
below it marked 0 on the left and 140000 at the near end of the right side. Below this is the 
fourth section for Google Analytics web traffic targets this month presented in a tabular 


format with 7 columns and 8 rows. The column headers are channel, progress, sessions, 
conversion rate, average time on site, bounce rate, and events session ratio. Below this 
section is the sixth section for key conversion metrics showing 3.54 percent web users to 
lead, 60.44 percent lead to trial, and 2.14 percent web users to trial. Below this section is the 
seventh section shows the quality of trial leads today shows 10.6 percent of active trials, 22.9 
percent of high demography, and 22.0 percent of voting sales. Below this section is the 
eighth section for the quality of this month's trial leads showing 22.3 percent of active trials, 
50.1 percent of high demography, and 52.8 percent of voting sales. The tenth section is on 
the bottom right and shows the top social media channels showing Facebook with 26,472 
likes, twitter with 6524 followers, YouTube with 13911 subscribers, and LinkedIn with 2385 
followers. 


E] Return to Dashboards Graphic 


Figure 4-8 Text Alternative (Chapter 4) 


Figure 4-8 Linear trend extrapolation of sales revenues at Xerox, made at the start of 2000 
Alt Text (Short Description) 
A line graph of sales revenue in billions dollars versus years from 1988 to 2022. 


Detailed description 


($ billions) 


Linear trend 
extrapolation 
t 


Sales revenue 


o 1 1 1 1 1 1 1 1 
1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 
Year 


The vertical axis denotes sales revenue in billions dollars ranging from 0 to 38 with an 
increment of 2 after 10. The horizontal axis denotes years from 1988 to 2022 with an 
increment of 2 years. From 1988 to 2000 the graph denotes actual data and from 2000 to 
2022 it denotes forecast data. A diagonal is drawn on the graph from (1988, 12) to (2022, 
36) for linear trend extrapolation forecast. A fluctuating curve begins from (1988, 12) to 
(2020, 10) through (1991, 13) and (1997, 18) for actual values available before forecast is 
made, (2002, 14) for actual values after forecast is made, followed by fluctuating trend. 


E Return to Figure 4-8 


Figure 5-1 Text Alternative (Chapter 5) 


Figure 5-1 NAICS breakdown for the Arts, Entertainment, and Recreation sector: NAICS 
code 71 (abbreviated) 


Alt Text (Short Description) 


A flow chart shows the N AI C S breakdown for the Arts, Entertainmment, and Recreation 
sector: NAIC S code 71. 


Detailed description 


Three-digit Four-digit Five-digit Six-digit 
Industry subsector Industry group Industry Canadian national industry 


NAICS breakdown for the Arts, Entertainment, and Recreation sector: NAICS code 71 
(abbreviated). A flowchart with lines connecting boxes. Three-digit Industry subsector: 711: 
Performing arts, spectator sports, and related industries 712: Heritage Institutions 713: 
Amusement, gambling and recreation industries Four-digit Industry group: 7111: Performing 
arts companies 7112: Spectator sports 7113: Promoters of performing arts, sports and 
similar events Five-digit Industry: 71111: Theatre companies and dinner theatres 71112: 
Dance companies 71113: Musical groups and artists Six-digit Canadian national industry: 
711111: Theatre (except musical) companies 711112: Musical theatre and opera companies. 
Lines connect 711 to 7111, 7112, and 7113; lines connect 7111 to 71111, 71112, and 71113; 
lines connect 71111 to 711111 and 711112. 


Œ} Return to Figure 5-1 


Figure 5-3 Text Alternative (Chapter 5) 
Figure 5-3 Direct versus derived demand 

Alt Text (Short Description) 

A flow chart compares direct versus derived demand. 


Detailed description 


id for monensin | 
l Direct demand 
r paper (for newspaj 
a boxes) 


Direct demand 


DERIVED DEMAND 


or pulp (to manufa 
1d packaging) 


l Direct demand 
for raw logs rote | 


The flow chart with a vertical label: Derived Demand. Next to the label a vertical line has 
three arrows coming out of it horizontally, pointing to three out of four vertical boxes. The 
lines from the Derived Demand label point to the first, third, and fourth boxes. Each of the 
boxes, except the last, has an arrow labeled Direct demand, which points to the one below it. 
The boxes from top to bottom are labeled as follows: Demand for newspapers and pizza; 
Demand for paper (for newspapers and pizza boxes); Demand for pulp (to manufacture 
paper and packaging); and Demand for raw logs (to make pulp). 


El Return to Figure 5-3 


Figure 5-7 Text Alternative (Chapter 5) 


Figure 5-7 How buyer and seller participants and price behaviour differ by type of online 


auction 
Alt Text (Short Description) 


An illustration shows how buyer and seller participants and price behaviour differ by type of 


online auction. 
Detailed description 


Traditional auction 


\\e/) Price 
\ 
—= » << 
ne seller 


Number of buyers increase 


Reverse auction 


N o D 


Number of sellers increase 
Many sellers One buyer 


The illustration shows the following: Traditional auction One seller (arrow to middle chart) 
A chart. The vertical axis is labeled Price; the horizontal axis is labeled Number of buyers 
increase. A plotted line curves up and to the right from the origin. Many buyers (arrow to 
middle chart) Reverse auction Many sellers (arrow to middle chart) A chart. The vertical 
axis is labeled Price; the horizontal axis is labeled Number of buyers increase. A plotted line 
curves down and to the right from high up on the vertical axis. One buyer (arrow to middle 
chart) 


(| Return to Figure 5-7 


Development Goals Graphic Text 
Alternative (Chapter 5) 
Alt Text (Short Description) 


An illustration depicts sustainable development goals. 


Detailed description 


suzsmaeti GOALS 


1 fram 3 mwm A A 


QUALITY 
EDUCATION 
if adii 


Lias L 


g 


E 7 1 z 


SUSTAINABLE 
DEVELOPMENT 
GOALS 


In the illustration, seventeen icons in eighteen squares are arranged in three rows. The first 
row contains six squares and are as follows: 1. No poverty is shown by icons of people of 
different ages and genders. 2. Zero hunger is shown by an icon of a bowl with steam over it. 
3. Good wealth and well-being are shown by a pulse rate and heart icon. 4. Quality 
education is shown by an open notebook and a pen. 5. Gender equality is shown by a circle 
with an arrow at the top right, a plus sign at the bottom, and an equal sign at the center. 6. 
Clean water and sanitation is shown by a glass filled with water and a down arrow at the 
bottom of the glass. The second row contains goals from seven to twelve and they are as 
follows: 7. Affordable and clean energy with an icon of the sun and power off and on over it. 
8. Decent work and economic growth with an icon of 3 vertical bars and an increasing 
arrow above them. 9. Industry innovation and infrastructure with an icon of three stacked 
cubes. 10. Reduced inequalities with an icon of an equal to sign within a circle. 11. 
Sustainable cities and communities with an icon of some buildings. 12. Responsible 
consumption and production with an infinity symbol. The third row contains goals from 
thirteen to seventeen and are as follows: 13. Climate action with an icon of the earth at the 
center of an eye. 14. Life below water with an icon of fish underwater. 15. Life on land with 
an icon of a tree and some birds. 16. Peace, justice, and strong institutions with an icon of a 


bird with a leaf in its beak sitting over a gavel. 17. Partnerships for the goals with an icon of 


five circles arranged in a way that they meet at the center. A square labeled sustainable 


development goals is at the end on the right. 


E Return to Development Goals Graphic 


Proud Calgary Enthusiasts Graphic Text 
Alternative (Chapter 6) 
Alt Text (Short Description) 


An infographic contains cartoon, text, illustrations, and details for the segment one proud 


Calgary enthusiasts in 5 columns. 


Detailed description 


as 58% 


PROUD CALGARY ENTHUSIASTS 


The leftmost column shows a cartoon of a woman using her smartphone while a man 
behind her walks his dog. The text on the top right reads The Tribe. A speech bubble 
emerges from the smartphone with the text being illegible. Further in the background are 
three people on the right, and some buildings on the left. Below the cartoon the text reads 
couples, active, family traditions, Calgarian engaged, planners supportive, receptive 
community, connected western families. The second column has the text at the top reading 
Who are they question mark. Account for 24 percent of Calgary and surrounding area 
population. Below this a boy and a girl are illustrated and numbered 42 percent and 58 
percent, respectively. Below this the text reads mostly couples without children. 69 percent 
have lived in Calgary for 16 plus years. Below this the heading reads media habits and use, 
followed by 3 points: Predominantly are communicated to through traditional media. TV 
radio, newspaper and the web. Half use social media as a supplementary source. Social 
media for this segment can be leveraged to reinforce messages and provide background 
details. They are interested in making online purchases specifically for tickets and lotteries. 
The third column has the following details from top to bottom: A pie chart with 24 percent 
marked area, an illustration of two dollar bills with the text below reading, 197 dollars 
average monthly spend on entertainment. This is the highest average spend across all 
segments. Further below an illustration shows a weighing scale with the scale with a 


television, a tower, and a radio on the lower side and the scale with the social media apps on 


the higher side. The fourth column shows the following details: The text at the top reads, 
Experiences that resonate, followed by 4 points that are, family focused activities; western 
heritage and community; education on connecting urban and rural; and new and exciting 
shows and experiences. These points are followed by illustrations of a family of four people, 
a boot, two wheat crops, and two masks. Below the illustrations the text reads, Connecting, 
our tribe, followed by an illustration of two chain links, 6 points and a paragraph. The points 
read as follows: believes what we say; Is captive; demonstrates intent to purchase; only needs 
to know enough to participate; needs to be engaged on a deeper level; and drives awareness 
of activities. The text further below reads there are few barriers to engage this segment. 
Alternatively, it takes longer and more resources to develop new Proud Calgary Enthusiasts, 
or convert less engaged segments. It is important to not alienate this group through changes 
and growth in the organization. The fifth column has the following text: Stampede 
Experience: Attend marquee events such as the rodeo, chuckwagons and evening show, and 
purchase lottery tickets. The text is followed by four illustrations of a person riding a horse, 
fireworks exploding, a wagon drawn by many horses, and a ticket. Below the illustrations the 
text reads, 67 percent know the Stampede is a not-for-profit, 60 percent are familiar with 
events year-round at Stampede Park, how the Stampede reinvests or what we do to make life 
better here in Calgary, and 86 percent have a very favourable impression of the organization. 
Below this the heading reads we’re greatest together followed by six points which are as 
follows: Messaging that is community focused resonates best with this group; this segment 
has a strong social focus, and engages in activities in the city; draw on the importance of 
Western Heritage, inclusivity and how it is dynamic; always give them the sense and feeling 
that they are strongly considered during planning; give them information about Park 
expansion and growth; and build connections with them in new ways, such as with special 
invitations and exclusive information. The text further below reads, Proud Calgary 


Enthusiasts. 


Return to Proud Calgary Enthusiasts Graphic 


Figure 6-1 Text Alternative (Chapter 6) 


Figure 6-1 Companies can take different approaches to market segmentation 
Alt Text (Short Description) 


An illustration shows the different approaches that companies can take to market 


segmentation. 


Detailed description 


Mass Segment Niche Individualized 
Marketing Marketing Marketing Marketing 
bm Target Market venom > 


The illustration shows the following: Four components labeled Mass marketing, Segment 
marketing, Niche marketing, and Individualized marketing. A double-headed arrow below 
has Broad on its left end, and Narrow on its right end, and Target Market at the center. 

Mass Marketing corresponds with Broad, and Individualized marketing corresponds with 


Narrow. 


I Return to Figure 6-1 


Tru Earth laundry Graphic Text 
Alternative (Chapter 6) 


What segmentation strategy is used by Tru Earth with its laundry detergent? 
Alt Text (Short Description) 


9 boxes of the Tru earth laundry detergents arranged in a row. 


Finally, a plastic jug-free laundry detergent that's as sensitive on your skin as it is to 
BEET Rome az 
a - g= aB 


Detailed description 


The text at the top reads, Finally a plastic jug-free laundry detergent that's as sensitive on 
your skin as it is to the environment. A button below reads, Try Tru Earth Today. 


Return to Tru Earth laundry Graphic 


Meet The Millennials Graphic Text 
Alternative (Chapter 6) 


One of the social values of the Stoic Independents segment in the Millennials generation. 
Alt Text (Short Description) 


A screenshot of the environics research page displaying links at the top right, a logo on the 


left, and some textual content on the right. 
Detailed description 


ENVIRONICS ABOUTUS v INDUSTRIES CAPABILITIES v SOCIALVALUES v FEATUREDINSIGHTS v CONTACTUS ~ 


Meet the Millennials 


The links with drop down arrows beside them on the top right are as follows: about us, 
industries, capabilities, social values, featured insights, and contact us followed by a 
magnifying glass icon for search option. On the bottom left section is a huge red rectangle 
with a white triangle inside. Inside the triangle there is the letter M. On the right, the 
heading reads meet the millennials. The heading is followed by a paragraph of text that 
reads, Despite the headwinds their generation faced early in life, notably their emergence 
into a tough job market following the 2008 financial crisis, Generation Y are an optimistic 
group on average. They feel capable of navigating change and complexity, and feel good 
about their personal prospects for the future. Born after 1980, these young Canadians have 
been able to express themselves online for almost as long as they can remember - and their 
values register a strong attraction to creativity and self-expression. One way they express 
themselves is with the things they buy, own, and wear. This generation connects deeply to 
brands, especially brands they believe are genuine and have a strong identity or an 
interesting story. When they find a product or company they believe in, they’re not shy about 
promoting it to friends. Below the text is a button labeled explore the millennials social 


values segments. 


(2) Return to Meet The Millennials Graphic 


Figure 6-5 Text Alternative (Chapter 6) 


Figure 6-5 A positioning map to suggest a strategy for positioning beverages 
Alt Text (Short Description) 
A graph and a photo show a positioning map to suggest a strategy for positioning beverages. 


Detailed description 


The horizontal axis of the map ranges from children’s drinks on the left to adult drinks on 
the right. The vertical axis ranges from low nutrition on the bottom to high nutrition at the 
top. Chocolate milk is a children’s drink in high nutrition. An arrow, labelled the 
repositioning strategy, points from Chocolate milk to “adult” chocolate milk, an adult drink 
with higher nutrition. Arrows point from “adult” chocolate milk to a photograph of different 
brands of adult chocolate milk. Regular milk is a children’s drink and very high in nutrition. 
Milk shakes are less of a children’s drink than regular milk, but less nutritious. Orange juice 
is the most nutritious drink and on the vertical axis. Sports drinks are just above the 
horizontal axis and more of an adult drink. Mineral water is an adult drink with average 
nutrition. Tea is an adult drink with more nutrition that mineral water, and nutritionally 
designed diet drinks are an adult drink that is more nutritious than tea. Fruit-flavored drinks 
are a children’s drink and low in nutrition. Sugared soft drinks are on the vertical axis and 
the lowest in nutrition. Coffee is more of an adult drink and is low in nutrition. A skinny 


latte is an adult drink that is low in nutrition but higher than coffee. 


E] Return to Figure 6-5 


Help Stop it Graphic Text Alternative 
(Chapter 7) 


What type of product is being marketed by MADD? 
Alt Text (Short Description) 


A MADD Canada poster with a photo of a car rear-view mirror. 


J IMPAIRED DRIVING. 


Detailed description 


A 


If you see a driver you suspect 
is impaired, pull over and call 911. 


Working together, we can save lives. 


* 


No alcohol. No drugs. No victims. 
madd.ca 


The text above it reads, Impaired Driving, madd Campaign 911, Spot it. Help Stop it. Call 
911. If you see a driver you suspect is impaired, pull over and call 911. Working together, we 


can save lives. The madd logo is at the bottom left. 


El Return to Help Stop it Graphic 


Figure 7-1 Text Alternative (Chapter 7) 


Figure 7-1 The service continuum 
Alt Text (Short Description) 
A bar graph shows the service continuum. 


Detailed description 


Service- 
dominated Online analytics 
offerings Nursing 


The theatre 
(intangible) Advertising agency 
Air travel 
Television 
Balanced l 

Good- l House , 
dominated Dog food equally weighted 

Necktie 


Fast-food S 
Tailored suit 
Automobile 
between goods 


B item 
and services 


eee Usa 
The x-axis has vertical bars, and is in the middle of the graph. The y-axis is labelled balanced 
in the center, good-dominated offerings (tangible) at the bottom, and service-dominated 
offerings (intangible) at the top. All data is approximate. The bars, left to right: Salt: from 
90% down the axis to good-dominated offerings, up to balanced, at center. Necktie: 75% 
down to good-dominated, up to balanced. Dog food: 70% down to good-dominated, up to 
balanced. House: 60% down to good-dominated, up to 10% above balanced. Automobile: 
50% down to good-dominated, up to 25% above balanced. Tailored suit: 40% down to good- 
dominated, up to 30% above Balanced. Fast-food restaurant: evenly above and below balance 
axis. Marked: Balanced item equally weighted between goods. Television: 25% down to good- 
dominated, up to 50% above balanced. Air travel: 20% down to good-dominated, up 60% to 
service-dominated. Advertising agency: 10% down below balanced, up 65% to service- 
dominated. The theater: from balanced up 70% to service-dominated. Nursing: from 
balanced up 75% to service-dominated. Online analytics: from balance up 85% to the most 


service-dominated. 


E Return to Figure 7-1 


Figure 7-2 Text Alternative (Chapter 7) 


Figure 7-2 The total product concept applied to a bicycle 
Alt Text (Short Description) 
An illustration shows the total product concept applied to a bicycle. 


Detailed description 


Bicycle Example 


Provides 
transportation and 
leisure activity 


Three circles and associated text boxes titled bicycle examples. Smallest circle: Core, 
benefits derived. Bicycle example, Core: provides transportation and leisure activity. Middle 
circle: Actual, physical product including branding, design, and features. Bicycle example, 
Actual: Branded bicycle. Metal unisex frame. 10 speeds. Aluminum alloy wheels. Padded 
seat. Largest circle: Augmented, additional features of benefits that come with the actual 
product. Bicycle example, Augmented: Warranty. Repair facilities. Online F A Qs. Service 


videos. 


E] Return to Figure 7-2 


Consumers reveal Graphic Text 
Alternative (Chapter 7) 


Consumers reveal what keeps them coming back. 
Alt Text (Short Description) 


An illustration shows the revelation made by consumers as to what keeps them coming 
back. 


Detailed description 


What keeps consumers loyal to their favorite product brands 


Product consistency 4 Customer 
: (size, taste, : service 


quality, etc.) J: Easy shopping 
: experience (shopping, 
check out, returns) 

, Value for 

. Money _ Selection/ 

. product 
assortment 
Product 
i Be 
MAND 
tremely 


Respondents who said these factors were very or extrer 
important in earning and keeping their loyalty to a brand Source: The truth about customer loyalty, KPMG International, 2019 


7: Pricing 


The illustration shows the following data: 1. Product quality, 74 percent. 2. Value for money, 
66 percent. 3. Product consistency (size, taste, quality, etc.), 65 percent. 4. Customer 
service, 56 percent. 5. Easy shopping experience (shopping, check out, returns), 55 percent. 


6. Selection/product assortment, 55 percent. 7. Pricing, 54 percent. 


Œ Return to Consumers reveal Graphic 


Figure 8-1 Text Alternative (Chapter 8) 


Figure 8-1 Product life cycle 
Alt Text (Short Description) 
A graph shows a product life cycle. 


Detailed description 


_————_ | Stage of the product life cycle ——j~———————> 


Introduction Growth Maturity Decline 


Units 


Sales 


Profits 


COF 


Time 


A chart is labeled Stage of the product life cycle and contains a double-headed, horizontal 
arrow. The vertical axis is labeled Sales and is divided into negative and positive 0. The 
horizontal axis is labeled Time. The horizontal axis is divided into roughly equal vertical 
sections labeled, from left to right, Introduction, Growth, Maturity, and Decline. Two lines 
are plotted on the graph: Units and Profits. The Units line begins above zero on the vertical 
axis and gradually increases across the Introduction section. The line then steeply increases 
in the Growth section, leveling off and very gradually decreasing during the Maturity 
section, and then decreases in the Decline section. The Profits line begins slightly below 
zero on the vertical axis and gradually increases across the Introduction section, paralleling 
the Units line. Through the Growth section, the Profits line gradually increases, and then 
levels out halfway across. The Profits line then begins a decline across the Maturity section, 


and then steeply decreases in the Decline section. 


Return to Figure 8-1 


Figure 8-4 Text Alternative (Chapter 8) 
Figure 8-4 Alternate product life cycles 

Alt Text (Short Description) 

Four graphs show alternate product life cycles. 


Detailed description 


A. High-learning products B. Low-learning products 


Sales 
Sales 


Time 


C. Fashion products D. Fad products 


Sales 


Time 


Four charts are labeled A. High-learning products; B. Low-learning products; C. Fashion 
products; and D. Fad products. Each chart has a vertical axis labeled Sales and a horizontal 
axis labeled Time. Each chart is plotted with a line labeled Units. High-learning products: 
The Units line begins slightly to the right of the origin on the horizontal axis and zero on 
the vertical axis. The Units line reaches its peak about three-fourths across the graph until it 
begins a gradual decrease, stopping slightly before the right-hand side of the graph and one- 
fourth up on the vertical axis. Low-learning products: The Units line begins slightly to the 
right of the origin on the horizontal axis and zero on the vertical axis. The Units line 
increases across the graph until reaching its peak three-fourths across. Until the end of the 
graph, the line gradually decreases until stopping three-fourths up on the vertical axis. 
Fashion products: The Units line begins at zero on the horizontal axis and slightly up on the 
vertical axis. The Units line increases until reaching a peak one-third of the way across the 
horizontal axis. The Units line then decreases until reaching a trough one-fourth up on the 
vertical axis. The Units line then increases until stopping halfway up on the vertical axis. Fad 


products: The Units line begins at the origin and increases sharply until reaching a peak one- 


fourth across the horizontal axis. The Units line then sharply decreases until stopping just 


short of halfway across the horizontal axis and about one-fourth up on the vertical axis. 


i] Return to Figure 8-4 


Figure 8-6 Text Alternative (Chapter 8) 


Figure 8-6 The adoption curve 
Alt Text (Short Description) 
A graph shows the adoption curve 


Detailed description 


Early adopters 
13.5% 


Laggards 
Innovators 16% 
2,5% 


Early majority | Late majority 
34% 34% 


Time 


jovators majority rds 
fenturesome: higher a ear of debt; _ 
eliberate; many 
ucated; use multiple Eal social cone d friends are 
formation sources formation T 


Early adopters 
ate majority 
Leaders in social B Skeptical; below 


settings; slightly abe 


erage social ae 
erage educatio! g 


A bell curve is plotted along a horizontal axis, labeled Time. The area under the curve is 
divided into five sections labeled, from left to right, as follows: Innovators: 2.5 percent, 
Venturesome; higher educated; use multiple information sources; Early adopters: 13.5 
percent, Leaders in social settings; slightly above average education; Early majority: 34 
percent, Deliberate; many informal social contacts; Late majority: 34 percent Skeptical; 
below average social status, Laggards: 16 percent, Fear of debt; neighbours and friends are 


information sources. 


(| Return to Figure 8-6 


Enter Stripe Climate Graphic Alternative 
(Chapter 8) 


Stripe Climate 
Alt Text (Short Description) 


A screenshot of the stripe page displaying the bottom portion of a smart phone with card 
details. 


Detailed description 


Pi Card information 
| stripe 


1234 1234 1234 1234 
05/20 123 


Country or region 


United States 


Pay $76.00 


2 Powdur will contribute 1% of your purchase 
to remove CO, from the atmosphere. 


WwW Climate 


The details on the phone screen include the card information 1234 1234 1234 1234 for the 
visa card, followed by expiry date 05 forward slash 20, C V V 123. Below these details is a 
drop-down field for the country or region, which has the entry United States, followed by a 
button to pay 76.00 dollars. The disclaimer at the bottom reads, Powdur will contribute 1 
percent of your purchase to remove C O 2, from the atmosphere. To the left of the phone 


screen is a text that reads climate. 


E Return to Enter Stripe Climate Graphic 


Figure 8-9 Text Alternative (Chapter 8) 


Figure 8-9 Steps in the new product development process 

Alt Text (Short Description) 

A flow chart shows the steps in the new product development process. 
Detailed description 


1. New product 
development strategy 


2. Idea generation 
3. Screening and 
evaluation 
4. Business analysis 
| = en EN 


| 5. Development 


| 6. Test marketing 


7. Commercialization 


Steps in the new product development process. A flow chart with stacked, overlapping 
rectangles. Two downward pointing arrows line the left and right sides of the rectangles. The 
boxes are labeled 1. New product development strategy; 2. Idea generation; 3. Screening and 
evaluation; 4. Business analysis; 5. Development; 6. Test marketing; and 7. 


Commercialization. 


Œ] Return to Figure 8-9 


Figure 9-4 Text Alternative (Chapter 9) 


Figure 9-4 Illustrative demand curves for Newsweek 
Alt Text (Short Description) 


(a) A line graph with demand curves for Newsweek plots its price per unit versus quantity 


demand per year. 


(b) A line graph with demand curves for Newsweek plots its price per unit versus quantity 


demanded per year. 


Detailed description 
$3.00 $3.00 
2 250 = 2:50 
= Movement along S 
5 1 demand curve z 1 3 „New demand 
2 2.00 }------- 2 2.00 f-------&------- curve 
o ' o í ) 
= = Shift of 
< 1.50 EE oo $ 1.50 ' demand 
Q g Initial ea 
a 1.00 © 1.00 demand 
= : Í = curve A 
=" 50 Q Q Di = 50 Qi Ò, >D 23 
| | l l l l | | ' l l l 
O 15 30 45 60 7.5 9.0 10.5 12.0 0 15 30 45 60 7.5 9.0 10.5 12.0 
Quantity demanded per year (millions of units) Quantity demanded per year (millions of units) 
A Demand curve under initial B Shift in the demand curve with 
conditions different conditions 


The horizontal axis has Quantity demand per year ranging from 0 to 12.0 millions of units 
with an increment of 1.5 millions of units. The vertical axis has Newsweek price per unit 
ranging from 0.50 to 3.00 dollars with an increment of 0.50 dollars. An inclined decreasing 
line is plotted from (3.0, 2.00) to (7.5, 0. 50). The starting point of the line is met with a 
horizontal dashed line at 2.00 dollars and with a vertical dashed line at 3.0 representing Q 1. 
The intersecting point of these two dashed lines on the decreasing line is marked 1. A 
horizontal dashed line from 1.50 dollars and a vertical dashed line from 4.5 meet at 0.2 on 
the inclined decreasing line representing Q 2. A downward arrow parallel to the decreasing 
line is marked between points 1 and 2 indicating the movement along the demand curve. 


The end point of the inclined decreasing line is marked D 1. 


The horizontal axis has quantity demand per year, ranging from 0 to 12.0 millions of units 
with an increment of 1.5 millions of units. The vertical axis has the newsweek price per unit 
ranging from 0 to 3.00 dollars with an increment of 0.50 dollars. An inclined decreasing line 
for the initial demand curve is plotted from (3.0, 2.00) to (7.5, 0.50). Another inclined 
decreasing line for the new demand curve is plotted from (6.0, 2.00) to (10.5, 0. 50). The 
starting point of the initial demand curve and the new demand curve connects with a 
horizontal dashed line at 2.00 dollars and with a vertical dashed line at 3.0 representing the 
Q | for the initial demand curve and at 6.0 for the new demand curve representing the Q 3. 
The initial and end points of the first line are marked 1 and D 1 respectively while for the 
new demand curve the initial and end points are marked 3 and D 2, respectively. A right 
arrow is marked between both curves representing the Shift of demand curve. All data 


presented are approximate. 


Return to Figure 9-4 


Figure 9-8 Text Alternative (Chapter 9) 


Figure 9-8 Break-even analysis for a picture frame store 
Alt Text (Short Description) 
A graph shows the break-even analysis for a picture frame store. 


Detailed description 


hg 
N 
ò 


Total revenue 


fa] 
5 


ioe 
fo) 


Break-even 
point 


Q 
fo) 


F Variable cost 


D 
o 


F Total cost 


Total cost * 
(Fixed cost + Variable cost) 


N 
O 


Total revenue or total costs ($ in thousands) 


i it Fixed cost 
1 i ii I 1 i J 
Oo 200 400 600 800 1,000 1,200 


Quantity of units sold 


The vertical axis is labeled Total revenue or total costs ($ in thousands) and ranges from 0 
to $120 in increments of 20. The horizontal axis is labeled Quantity of units sold, and 
ranges from 0 to 1,200 in increments of 200. All data are approximate. A horizontal line 
spans across the graph at 20 on the vertical axis. An up-and-right diagonal line labeled Total 
revenue begins at the origin and ends at left-parenthesis, 1200 comma 120, right-parenthesis. 
A second up-and-right diagonal line labeled Total cost (Fixed cost plus Variable cost) begins 
at left-parenthesis, 0 comma 20, right-parenthesis and ends at left-parenthesis, 1200 comma 
75, right-parenthesis. Where the lines intersect is labeled the Break-even point at left- 
parenthesis, 400 comma 40, right-parenthesis; a horizontal and vertical dashed line stem 
from the Break-even point. To the left of the Break-even point, between both diagonal lines, 
the area is shaded and labeled Loss. To the right of the Break-even point, between both 
diagonal lines, the area is shaded and labeled Profit. In the Profit area at 800 on the 
horizontal axis, the gap between both diagonal lines measures at $28,000. From 75 to 20 on 
the vertical axis, the area is labeled Variable cost. From 20 to 0 on the vertical axis, the area 


is labeled Fixed cost. From 75 to 0 on the vertical axis, the area is labeled Total cost. 


Ù] Return to Figure 9-8 


Figure 9-9 Text Alternative (Chapter 9) 


Figure 9-9 Where each dollar of your movie ticket goes 
Alt Text (Short Description) 
An illustration shows where each dollar of your movie ticket goes to. 


Detailed description 


A photograph of a large Cineplex movie theatre is next to a cutout pattern in the shape of a 
movie ticket. The movie ticket is segmented into sections of varying size, with each section 
representing a share of the ticket price, as follows: Theatre: 19 cents 10 cents equals Theatre 
expenses 9 cents equals Left for theatre Distributor: 30 cents 6 cents equals Misc. expenses 
24 cents equals Left for distributor Movie Studio: 51 cents 20 cents equals Advertising and 
publicity expenses 8 cents equals Actors’ share of gross 23 cents equals Left for movie 


studio 


E Return to Figure 9-9 


Figure 9-11 Text Alternative (Chapter 9) 


Figure 9-11 How trade discounts work 
Alt Text (Short Description) 
An illustration explains how trade discounts work. 


Detailed description 


(Minus) 
($7.00) 


Retail discount: 30% of Wholesalers discount: 10% of Jobber discount: 5% of 
manufacturer’s suggested price wholesaler sales price jobber sales price 


(Minus) 
($3.15) 


The illustration has four components labeled as follows: Component 1 reads Manufacturer's 
suggested list price, 100.00 dollars. Component 2 reads Retailer cost or wholesaler sales 
price 70.00 dollars. Component 3 reads Wholesaler cost or jobber sales price 63.00 dollars. 
Component 4 reads Jobber cost or manufacturer's sale price 59.85 dollars. Between 
components 1 and 2 there is the text minus 30.00 dollars. Between components 2 and 3, the 
text reads, minus 7.00 dollars. Between components 3 and 4 the text reads, minus 3.15 
dollars. There are 3 rectangular components below these 4 components and are labeled as 
follows: Retail discount: 30 percent of manufacturer's suggested price. An upward arrow 
above this component points to minus 30.00 dollars. The second component reads 
Wholesaler's discount: 10 percent of wholesaler sales price. An upward arrow from this 
component points to minus 7.00 dollars. The third component reads Jobber discount: 5 
percent of jobber sales price. An upward arrow from this component points to minus 3.15 


dollars. 


(| Return to Figure 9-11 


Figure 10-2 Text Alternative (Chapter 10) 


Figure 10-2 How intermediaries minimize transactions 
Alt Text (Short Description) 


A flow chart shows how intermediaries minimize transactions. 


Detailed description 
P LG J Pime E LG | =I = Fiye 
[Fesniba | D Troy | [[esniball m= | B Troy | 
4 Best = 
Buy 
| sharp | Droa = Share} — t— | toda 
[Samsung] Piian [Samsung] — — Piane 


Contacts with no intermediary Contacts with one intermediary 
4 producers x 4 buyers = 16 contacts 4 producers + 4 buyers = 8 contacts 


Two charts are labeled Contract with no intermediary (4 producers multiplied by 4 buyers 
equals 16 contacts), and Contacts with one intermediary (4 producers plus 4 buyers equals 
8 contacts). The first chart contains two columns of four contacts: producers on the left, 
buyers on the right. The producers are, from top to bottom, LG, Toshiba, Sharp, and 
Samsung. The buyers are, from top to bottom, Lynne, Troy, Todd, and Diane. Each box on 
the left is connected by a line to each box on the right, and vice versa. The second chart 
contains two columns of four contacts: producers on the left, buyers on the right. The 
producers are, from top to bottom, LG, Toshiba, Sharp, and Samsung. The buyers are, from 
top to bottom, Lynne, Troy, Todd, and Diane. A middle box between both columns is 
labeled Best Buy. Each of the distributors on the left connect once to the middle box; each 


of the buyers on the right connect once to the middle box. 


(E Return to Figure 10-2 


Figure 10-4 Text Alternative (Chapter 10) 


Figure 10-4 Common marketing channels for consumer goods and services 
Alt Text (Short Description) 


A flow chart shows common marketing channels for consumer goods and services. 


Detailed description 


A. Producer B. Producer C. Producer D. Producer 


The flow chart shows the following: A. Producer: M and M Food Market to Consumer. B. 
Producer: Procter and Gamble to Retailer to Consumer. C. Producer: Mars to Wholesaler to 
Retailer to Consumer. D. Producer: Mansar Products to Agent to Wholesaler to Retailer to 


Consumer. 


(4) Return to Figure 10-4 


Figure 10-5 Text Alternative (Chapter 10) 


Figure 10-5 Common marketing channels for business goods and service 
Alt Text (Short Description) 


A flow chart shows common marketing channels for business goods and service. 


Detailed description 
A. Producer B. Producer C. Producer D. Producer 
Industrial Industrial 
distributor distributor 


*Agents do not take physical possession of the goods. 


The illustration shows the following: Four columns of Producers detailing the steps in each 
example’s marketing channel, as follows: Producer (IBM) to Industrial user. B. Producer 
(Caterpillar) to Industrial distributor to Industrial user. C. Producer (Stake Fastener 
Company) to Agent to Industrial user. D. Producer (Culligan) to Agent to Industrial 


distributor to Industrial user. 


Return to Figure 10-5 


Figure 10-6 Text Alternative (Chapter 10) 


Figure 10-6 Examples of electronic marketing channels 
Alt Text (Short Description) 
A flow chart show examples of electronic marketing channels. 


Detailed description 


Amazon.ca Travelocity.ca Dell.ca 


The flow chart shows the following: Three columns of Producers detailing the steps in each 
example’s marketing channel, as follows: A m a z o n dot c a: Book publisher to Book 
wholesaler to Amazon (virtual retailer) to Consumer. Travelocity dotc a: Commercial 
airline to Travelocity (virtual agent) to Consumer. D e11 dot c a: Dell Computer to 


Consumer. 


El Return to Figure 10-6 


Figure 10-7 Text Alternative (Chapter 10) 


Figure 10-7 Channels of distribution in global marketing 
Alt Text (Short Description) 
A flow chart shows the channels of distribution in global marketing. 


Detailed description 


Five boxes in a row, each with an arrow pointing to the next, are labeled Seller, Seller’s 
international marketing headquarters, Channels between nations, Channels with foreign 


nations, and Final consumer. 


Ù] Return to Figure 10-7 


Figure 10-8 Text Alternative (Chapter 10) 


Figure 10-8 Types of vertical marketing systems 
Alt Text (Short Description) 
A flow chart shows the types of vertical marketing systems. 


Detailed description 


fertical marke 
lem 


———— 


marketing system a actualiver n e 
(Polo/Ralph Lauren) p etno syste (Procter & Gamble) 


t 


Wholesaler-sponsored Retailer-sponsored 
voluntary chains Franchise program co-operatives 


Corporate vertical 


(IGA) (Home Hardware) 


oo 


Manufacturer- Manufacturer- Retail Service 
sponsored retail sponsored wholesale franchise system franchise system 
franchise system franchise system (Canadian Tire) (H&R Block) 
(Ford) (Coca-Cola) 


Types of vertical marketing systems. A structure of boxes, with one at the top, three each for 
the next two rows, and four in the last row. Arrows lead each box to the next box below. 
Boxes are labeled, from top to bottom, as follows: 1st row: Vertical marketing system, 2nd 
row: Corporate vertical marketing system (Polo/Ralph Lauren), Contractual vertical 
marketing system, Administered vertical marketing system (Proctor & Gamble); 3rd row: 
Wholesaler-sponsored voluntary chains (IGA), Franchise program, Retailer-sponsored 
cooperatives (Home Hardware); 4th row: Manufacturer-sponsored retail franchise system 
(Ford), Manufacturer-sponsored wholesale franchise system (Coca-Cola), Retail franchise 


system (Canadian Tire), Service franchise system (H and R Block). 


E] Return to Figure 10-8 


Figure 10-9 Text Alternative (Chapter 10) 


Figure 10-9 How distribution channels work: the relationships between supplier networks, 


marketing channels, logistics management, and supply chain management 
Alt Text (Short Description) 
A flow chart shows how distribution channels work. 


Detailed description 


Raw materials and parts flow Ipplier networ 
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Marketing channel 
—all of the parties 


involved in 
distributing and 
promoting the 


product 


| Consumers 


How distribution channels work: the relationships between supplier networks, marketing 
channels, logistics management, and supply chain management. A vertical bar to the left is 
labeled Logistics management: coordinates all movement of goods. To the right is a column 
of three labeled boxes with labeled arrows from the top leading down. Suppliers: Arrow 
down labeled: Raw materials and parts flow from supplier to producer. Producer: Arrow 
down labeled: Finished products flow from producer to consumer. Consumers. To the right 
of the three boxes are two vertical brackets. The top bracket encompasses the top and 
middle boxes; the bottom bracket encompasses the middle and bottom boxes. The top 
bracket leads to a box labeled Supplier network (all of the parties supplying raw materials 
and parts). The bottom bracket leads to a box labeled Marketing channel (all of the parties 
involved in distributing and promoting the product). A vertical bar to the right is labeled 


Supply chain management: integrates information and logistics between all players. 


Return to Figure 10-9 


Figure 10-10 Text Alternative (Chapter 
10) 

Figure 10-10 The automotive supply chain 

Alt Text (Short Description) 


A flow chart shows the automotive supply chain. 


Detailed description 
Supplier network Auto manufacture! Marketing ch i Consumi 
Raw material Components Subassembly Assembly Deal twork 
m Wes, ies 
[auminun fe assis fora B) oncon > aD 
[Esser (E {rane 


The automotive supply chain. Members of the supply chain with brackets encompassing the 


segments and sub-segments, and arrows leading from left to right between the sub-segments. 


Name of first member in the chain: Supplier network: Segments and sub-segments: Raw 
material: Steel: Aluminum, Rubber. Components: Transmission, Brakes, Seats. 
Subassembly: Suspension, Chassis, Engine. Name of second member in the chain: Auto 


manufacturer: Segment and sub-segment: Assembly: Ford. Name of third member in the 


chain: Marketing channel: Segment and sub-segment: Dealer network: Ford/Lincoln. Name 


of final member: Consumer: (image of a Car). 


Return to Figure 10-10 


Figure 11-1 Text Alternative (Chapter 11) 


Figure 11-1 Which company best represents which utilities? 
Alt Text (Short Description) 


An illustration shows which company best represents which utilities. 


Canada’s chartered banks, A Time | 
st ers through its almost 900 br 

ABM network; and its online 

ices. 


Detailed description 


(Bank of Montre: 
.bmo.com 


When a purchase is made at Hudson's Bay, 
re mers have different options to pay. Custom Le | 
E Ey > se an HBC credit card or an HBC Master pac 
nii d ih an HBC Rewards card and double’ 
wards points. 
Can you 
eri 
uren offers the “Create Your Own” them? 
(at www.ralphlauren.com), which 
ph Lauren rs to create their own custom shirt Hr Form | 
ED S from up to 15 styles, 17 shirt styles, 2 


tions, 5 font styles, 10 logo colour 
The shirts are delivered in two weeks 


\ciates at Lee Valley Tools Ltd. ; 
lley Tools D ciates at y al Lie 
ble about the use of tools at 7 
| oe linars for gardeners and woot aormatiog 


A distinctive toy store with a backwards R, this 
Joys “R” Us company is what every kid dreams about. Unlike 


a most stores, which reduce their space assignedto — 
eus con toys after the holiday season, a huge selection of E 
toys is always available at Toys “R” Us. ssession 


The illustration shows the following: Which company best represents which utilities? BMO 
(Bank of Montreal) w w w dot b m o dot c o m: B M O, one of Canada’s chartered banks, 
reaches retail customers through its almost 900 branches; a worldwide ABM network; and 
its online banking services. Hudson’s Bay www.hbc.com When a purchase is made at 
Hudson’s Bay, customers have different options to pay. Customers can use an HBC credit 
card or an HBC MasterCard, along with an HBC Rewards card and double their HBC 
Rewards points. Ralph Lauren, w w w dotralphlaurendotcom: Ralph Lauren offers 
the “Create Your Own” collection (at w w w dotralphlauren dotcom), which allows 
customers to create their own custom shirt by selecting from up to 15 styles, 17 shirt styles, 
2 logo locations, 5 font styles, 10 logo colours, and 5 sizes. The shirts are delivered in two 
weeks. Lee Valley Tools Ltd. ww w dotle evalley dotc a: Sales associates at Lee Valley 
Tools Ltd. are very knowledgeable about the use of tools and conduct in-store seminars for 
gardeners and woodworkers. Toys “R” Us ww w dott o y s r u s dot c o m: A distinctive toy 
store with a backwards R, this company is what every kid dreams about. Unlike most stores, 
which reduce their space assigned to toys after the holiday season, a huge selection of toys is 


always available at Toys “R” Us. Each company leads to a box labeled Can you match them?, 


leading to boxes to the far right labeled, from top to bottom, Time, Place, Form, 


Information, and Possession. 


E] Return to Figure 11-1 


Figure 11-2 Text Alternative (Chapter 11) 


Figure 11-2 Retail sales for 2021 in Canada by industry* 
Alt Text (Short Description) 
A pie chart for the retail sales for 2021 in Canada by industry. 


Detailed description 


EE Specialty food stores 

E Shoe stores 

E Jewellery, luggage and leather goods stores 
Home furnishings stores 

Convenience stores 

Cannabis stores 

Used car dealers 

Sporting goods, hobby, book and music stores 
Other motor vehicle dealers 

Miscellaneous store retailers 

Furniture stores 

Furniture and home furnishings stores 
Electronics and appliance stores 

Clothing stores 

Beer, wine and liquor stores 

Automotive parts, accessories and tire stores 
Clothing and clothing accessories stores 
Building material and garden equipment 
and supplies dealers 

Health and personal care stores 

Gasoline stations 

Supermarkets and other grocery 

(except convenience) stores 

Grocery stores 


0 O00 ooora0aonann 


General merchandise stores 


New car dealers 
HD Food and beverage stores 
Hl Automobile dealers 
™) Motor vehicle and parts dealers 
EE Retail trade 


The data in the pie chart given in percentages are as follows. Specialty food stores, 1; shoe 
stores, 34; jewelry, luggage, and leather goods stores, 1; home furnishings stores, 1; 
convenience stores, 8; cannabis stores, 9; used car dealers, 1; sporting goods, hobby, book, 
and music stores, 1; other motor vehicle dealers, 1; miscellaneous store retailers, 5; furniture 
stores, 4; furniture and home furnishings stores, 7; electronics and appliance stores, 1; 
clothing stores, 1; beer, wine, and liquor stores, 1; automotive parts, accessories and tire 
stores, 1; clothing and clothing accessories stores, 2; building material and garden 
equipment and supplies dealers, 2; health and personal care stores, 8; gasoline stations, 1; 
supermarkets and other grocery except convenience stores, 1; grocery stores, 5; general 
merchandise stores, 5; new car dealers, 7; food and beverage stores, 7; automobile dealers, 8; 


motor vehicle and parts dealers, 9; and retail trade, 1. 


(| Return to Figure 11-2 


Figure 11-4 Text Alternative (Chapter 11) 


Figure 11-4 The retailing mix 
Alt Text (Short Description) 
An illustration explains about the retailing mix. 


Detailed description 


gucts and Service, 
= 


eo 


Variety and assortment 
Sales functions and assistance 
Customer service 
Guarantees and exchanges 
Product-service trade-offs 


Personal selling 
Advertising 
Displays, signage 
Public relations 
Catalogues 
Telephone sales 
and follow-up 
Website 
Direct marketing 
Database 
marketing 


Image, quality, and 
value 

Markups 
Markdowns 
Shrinkage 


Retail pricing M* 


3 
é 
N 
= 
S 
F 
[5] 
Ta 
=) 
2 
A 
© 


Store location 
Logistics 
Size, layout 
Format 
Number of stores 
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Four concentric rings around a central circle. The outermost ring labeled Retailing mix. The 
next two rings are segmented in quarters; the segments do not extend to the innermost two 
rings, nor the outermost ring. The segments are labeled as follows: Products and services 
mix: Variety and assortment, Sales functions and assistance, Customer service, Guarantees 
and exchanges, Product-service trade-offs; Retail pricing mix: Image, quality, and value, 
Markups, Markdowns, Shrinkage; Physical location mix: Store location, Logistics, Size, 
layout, Format, Number of stores; Communications mix: Personal selling, Advertising, 
Displays, signage, Public relations, Catalogues, Telephone sales and follow-up, Website, 
Direct marketing, Database marketing. The next ring is labeled Target market information. 


The central circle is labeled Consumers. 


E] Return to Figure 11-4 


Figure 11-5 Text Alternative (Chapter 11) 


Figure 11-5 Breadth versus depth of merchandise lines 
Alt Text (Short Description) 


An illustration has breadth versus depth of merchandise lines. 


Detailed description 
Breadth: Number of different product lines 
Shoes Appliances CDs Men’s clothing 
i  - 
Sony TV sets A 
JVC DVD players Suits 
Nike running shoes General Electric Classical Ties 
Florsheim dress shoes dishwashers Rock Jackets 
Depth: Number of Top-Sider deck shoes Sharp microwave Jazz Overcoats 
items within each Adidas tennis shoes ovens Country-western Socks 
product line Shirts 


The graphic organizes data by breadth: number of different product lines, left to right, and 
by depth: number of items within each product line, top to bottom. Data is formatted as a 
list, first by Breadth then by Depth. Shoes: Nike running shoes. Florsheim dress shoes. Top- 
Sider deck shoes. Adidas tennis shoes. Appliances: Sony TV sets. JVC DVD players. 
General Electric dishwashers. Sharp microwave ovens. CDs: Classical. Rock. Jazz. Country- 


western. Men’s clothing: Suits. Ties. Jackets. Overcoats. Socks. Shirts. 


(E) Return to Figure 11-5 


Figure 12-1 Text Alternative (Chapter 12) 


Figure 12-1 The Customer Advocacy Funnel 
Alt Text (Short Description) 


An illustration shows the customer advocacy funnel. 
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Detailed description 


je product to others. 


The illustration shows a funnel with seven layers and the following text within them from top 
to bottom: 1. Awareness: A company trying to raise online product awareness may use a 
website, search engine optimization, online video, and display ads to drive consumers to an 
online destination. 2. Interest: Interesting product attributes are highlighted to entice 
potential customers to learn more. 3. Engagement: Potential customers are invited to 
participate in the product experience and interact with its marketing. 4. Trial: Customers 
obtain free samples or purchase the product as a limited trial or download. 5. Purchase: 
Positive product experiences lead to product purchase. 6. Loyalty: Ongoing positive product 
experiences lead to repeat purchases. 7. Advocacy: Loyal customers are rewarded with 


additional experiences and become advocates who recommend the product to others. 


(&) Return to Figure 12-1 


Figure 12-2 Text Alternative (Chapter 12) 


Figure 12-2 Push and pull communication strategies 
Push and pull strategies need to work together. 

Alt Text (Short Description) 

A flow chart of the push and pull strategies. 


Detailed description 


Push and Pull 
Strategies 
| Push Strategy | Pull Strategy 
Focuses On... Focuses On... 
Distributors - Wholesalers + Retailers Consumers + Media + Public 


Uses... 


Uses... 


Direct response, personal selling, and 
j ade allowances, trade 


shows, merchandising allowances, an 
co-op advertising funds) to get results 


Results in... 


Listings, sales, merchandising displays, Awareness, interest, engagement, trial, 
feature pricing, and inclusion in flyers purchase, loyalty, and advocacy 


| Work Together ] 


A block at the top is labeled push and pull strategies connected with 2 curved arrows to a 
block at the bottom labeled work together. Between these blocks are 2 flow diagrams for the 
push and pull strategies, on the left and right, respectively. The push strategy contains 3 
blocks from top to bottom as follows: Focuses on: distributors, wholesalers, and retailers; 
Uses: Direct response, personal selling, and trade promotions trade allowances, trade shows, 
merchandising allowances, and co-op advertising funds to get results; and Results in: 
Listings, sales, merchandising displays, feature pricing, and inclusion in flyers. The pull 
strategy contains 3 blocks from top to bottom as follows: Focuses on: consumers, media, 
and public; Uses: Advertising, public relations, consumer promotion, direct response, event 
marketing and sponsorship, and personal selling to get results; and Results in: Awareness, 


interest, engagement, trial, purchase, loyalty, and advocacy. 


El Return to Figure 12-2 


Figure 12-3 Text Alternative (Chapter 12) 


Figure 12-3 Steps in the marketing communications process 


Alt Text (Short Description) 


A cyclic flow chart shows the steps in the marketing communications process. 


1. Specify the 
IMC objectives 


| Evaluate the program | Identify the 


Detailed description 


N 


and recommend target audience 


changes 
| 3. Setthe 


promotional 


5. Schedule and 
run the IMC 
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4. Design the wa 
promotional 
program 


There are six blocks connected via arrows in a clockwise manner. The blocks are labeled as 
follows: 1. Specify the I M C objectives; 2. Identify the target audience; 3. Set the 
promotional budget; 4. Design the promotional program; 5. Schedule and run the I M C 


elements; and 6. Evaluate the program and recommend changes. 


E] Return to Figure 12-3 


Figure 12-4 Text Alternative (Chapter 12) 


Figure 12-4 Product life cycle considerations for promotional programs 
Alt Text (Short Description) 
An illustration shows a product life cycle considerations for promotional programs. 


Detailed description 


Growth Maturity 
Stage of Decline 
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activity 


The illustration shows three layers from top to bottom reading as follows: Stage of product 
life cycle, Promotional objective, and Promotional activity. A curve corresponding to the 
stage of product life cycle is at the bottom in the Introduction phase, goes up during growth 
phase, reaches the peak in the maturity phase, and starts to go down in the decline phase. 
The corresponding text in the other two layers are as follows: Stage of product life cycle: 
Introduction; Promotional objecting: To inform; Promotional activity: Publicity in 
magazines, Advertising Salesforce calling on intermediaries, and Sales promotion in form of 
free samples; Stage of product life cycle: Growth; Promotional objective: To persuade; 
Promotional Activity: Personal selling to intermediaries, Advertising to differentiate a 
product from competing brands; Stage of product life cycle: Maturity; Promotional Activity: 
To remind; Promotional activity: Reminder advertising, Sales promotion in form of 
discounts, coupons, and events, Limited personal selling, Direct-mail reminders; Stage of 
product life cycle: Decline; Promotional objective: To phase out; Promotional activity: Little 


money spent on promotion. 


E] Return to Figure 12-4 


Advertising Standards Canada Graphic 
Text Alternative (Chapter 12) 


This Ad Standards ad encourages truthful communications. 
Alt Text (Short Description) 
A screenshot of the Ad standards page with 7 tabs below the title. 


Detailed description 


The tabs are for home, about, code, complaints, preclearance, resources, and a search icon. 
The page displays details for ad standards "About." The main page has 2 panels. The left 
panel shows About and the options are as follows: About Ad standards, Management team, 
Board of Directors, Membership, Contact us, Public service announcement, and Ad choices 
accountability program. The right panel shows an icon of 3 humans with a speech bubble 
above them and the text on the page reads as follows: About Us: Strengthening trust 
between the advertising industry and the public for 65 years. The text below reads, Ad 
Standards is the only national not-for-profit advertising self-regulatory organization in 
Canada. Our mission is to ensure advertising in Canada is truthful, fair, and accurate. 
Supported by our members, we enhance legal compliance and ethical advertising practices, 
and build the public's confidence in Canadian advertising across all media. 


(=) Return to Advertising Standards Canada Graphic 


Figure 13-3 Text Alternative (Chapter 13) 


Figure 13-3 Projected advertising revenue in Canada in 2023 ($millions) 


Alt Text (Short Description) 


A pie chart for the projected advertising revenue in Canada in 2023 in millions of dollars. 


Detailed description 
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(including cinema) 
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The data in the pie chart from highest to lowest are as follows. Digital: 7,385.40 dollars and 
59 percent; Television: 2417.60 dollars and 19 percent; Audio: 1129.40 dollars and 9 
percent; Newspapers: 817.70 dollars and 7 percent; Magazines: 203.30 dollars and 2 
percent; and Outdoor including cinema: 616.30 dollars and 5 percent. 


E Return to Figure 13-3 


Figure 13-8 Text Alternative (Chapter 13) 


Figure 13-8 A sample of social media, classified by media richness and self-disclosure. Note 
that in moving from words to photos, videos, and animation, media richness increases. Also, 


in moving from very impersonal messages to highly personal ones, self-disclosure increases. 
Alt Text (Short Description) 


An illustration shows a sample of social media, classified by media richness and self- 


disclosure. 


Detailed description 
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Media Richness 
The illustration shows six boxes across two rows labeled as follows: Row 1: Blogs, Social 
Networking Sites, Virtual Social Worlds; Row 2: Collaborative Projects, Content 
Communities, and Virtual Game World. The left side has the Self-Disclosure and the 
following text from top to bottom: High (Very Personal), Medium (Personal), and Low 
(Impersonal). The text below the six boxes reads as follows: Low (words), Medium (Words, 
Photos, and Videos), and High (Animation.) The data are as follows: Blogs: Squarespaces, 
Word Press, Blogger, Tumblr, Live Journal, Huffington Post; Social Networking Sites: 
Facebook, Twitter, LinkedIn, Snapchat, Google plus, Instagram, Pinterest, Flickr, and 
WhatsApp; Virtual Social Worlds: The Sims, Call of Duty, Second Life, There, and Steam; 
Collaborative Projects: Reddit, Flipboard, Scholarpedia, Wikipedia; Content Communities: 
Periscope, YouTube, Vimeo, StumbleUpon, Slideshow; and Virtual Game Worlds: Xbox 
Live, World of Warcraft, Twitch, Rift, and RuneScape. 


Return to Figure 13-8 


Figure 13-9 Text Alternative (Chapter 13) 


Figure 13-9 Benefits of social media marketing 2022 
Alt Text (Short Description) 


A bar chart plots share of respondents versus the factors for benefits of social media 
marketing 2022. 


Detailed description 


Share of respondents 


| | | 
Increased Increased Generated Developed Improved 
exposure traffic leads loyal fans sales 


The horizontal axis has the different factors, and the vertical axis denotes the share of 
respondents ranging from 0 to 100 with an increment of 20. The bars are plotted for 
increased exposure ranging till 85 percent, increased traffic ranging till 75 percent, generated 
leads ranging till 66 percent, developed loyal fans ranging till 58 percent, and improved sales 


ranging till 57 percent. 


Œ} Return to Figure 13-9 


Ford believes in social media Text 
Alternative (Chapter 14) 


Ford used social media to promote its Fiesta subcompact car. 


Alt Text (Short Description) 


A photograph of a new Ford Fiesta subcompact automobile on the floor of a convention 


center. 


Detailed description 


In the background, a screen displays the Ford logo and the message: go further. 


Œ Return to Ford believes in social media Graphic 


Figure 15-1 Text Alternative (Chapter 15) 


Figure 15-1 The three levels of strategy in organizations: corporate, business unit, and 


functional 
Alt Text (Short Description) 


A flow chart shows the three levels of strategy in organizations: corporate, business unit, and 


functional. 


Detailed description 


Information Finance Research and Marketing Manufacturing Human 
systems development resources 


The flow chart that shows three boxes in a column above a larger box. Each of the upper 
three boxes in the column have an arrow leading down to the next, and are labeled Board of 
directors, Corporate level, and Strategic business unit level. The large box below is labeled 
Functional level and contains a set of arrows pointing to six smaller boxes in a row. The six 
boxes in a row contain the names of Departments, as follows: Information systems, Finance, 


Research and development, Marketing, Manufacturing, and Human Resources. 


El Return to Figure 15-1 


Figure 15-2 Text Alternative (Chapter 15) 


Figure 15-2 Example of a marketing dashboard 


An effective dashboard, like the one below, helps marketing managers assess ad performance 


at a glance. 
Alt Text (Short Description) 
A marketing dashboard with data and graphs. 


Detailed description 


Conv. by Ad group Conv. by location 


$17.51 


Clicks Clicks by Ad group Clicks by location 


United States 


The dashboard has data on the left, two line graphs in the middle, and some more textual 
data on the right. It lists information like total conversions, conversion rate, cost per 
conversion on the top left, Clicks, total, C T R, and C P C values on the bottom left. The 
spend by location data based on different countries are listed on the bottom left. Conversion 


and Clicks based on location data are presented on the right. 


(4) Return to Figure 15-2 


Figure 15-3 Text Alternative (Chapter 15) 


Figure 15-3 Boston Consulting Group’s growth-share matrix for a strong, diversified firm 


showing some strategic plans 
Alt Text (Short Description) 
An illustration shows Boston Consulting Group's growth-share matrix. 


Detailed description 


Growth-Share Matrix 
Relative Market Share 
(Cash Generation) 


Question Marks 


Market Growth Rate 
(Cash Usage) 


Cash Cows 


Boston Consulting Group’s growth-share matrix for a strong, diversified firm showing some 
strategic plans. Growth-Share Matrix. The vertical axis is titled Market Growth Rate (Cash 
Usage) and has a top half labeled High and a bottom half labeled Low. The horizontal axis 
is titled Relative Market Share (Cash Generation) and has a left half labeled High and a 
right half labeled Low. The boxes in the matrix are as follows (horizontal, vertical): High, 
High: Stars Low, High: Question Marks Low, Low: Dogs High, Low: Cash Cows 


Return to Figure 15-3 


Figure 15-5 Text Alternative (Chapter 15) 
Figure 15-5 Outline of a marketing plan 

Alt Text (Short Description) 

A flow chart shows the outline of a marketing plan. 


Detailed description 
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Three large boxes, all labeled Corrective Actions contain three phases of a marketing plan: a 
Planning phase, an Implementation phase, and an Evaluation phase (for internal purposes). 
Planning phase box (contains three smaller boxes in a row, with arrows pointing from each 
to the next, as follows): Step 1: Situation analysis: SWOT analysis, Industry analysis, 
Competitor analysis, Company analysis, Customer analysis; Step 2: Market-product focus 
and goal setting: Set market and product goals, Select target markets, Determine competitive 
advantages, Position the product; Step 3: Marketing program: Develop the program’s 
marketing mix, Develop the budget, by estimating revenues expenses, and profits; 
Implementation phase box: Obtain resources, Design marketing organization, Develop 
schedules, Execute marketing program; Evaluation phase box (for internal purposes): 


Compare results with plans to identify deviations, and Act to correct negative deviations; 


exploit positive ones 


Ej Return to Figure 15-5 


Figure 15-7 Text Alternative (Chapter 15) 


Figure 15-7 Elements of the marketing mix that comprise a cohesive marketing program 
Alt Text (Short Description) 


A flowchart shows the elements of the marketing mix that comprise a cohesive marketing 


program. 


Detailed description 
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Cohesive marketing program 


Promotion 


Product 


The flow chart with a box on the top labeled Marketing manager. Four arrows lead down 
from it to four boxes, labeled as follows: Product: Features, Brand name, Packaging, Service, 
and Warranty; Price: List price, Discounts, Allowances, Credit terms, Payment period; 
Promotion: Advertising, Personal selling, Sales promotion, Publicity; Place: Outlets, 
Channels, Coverage, Transportation, Stock level. Arrows lead from all four boxes, 
converging to point at a 3D block made up of four interlocking puzzle-pieces. The block is 
labeled Cohesive marketing program, and its pieces are labeled Product, Price, Promotion, 


and Place. 


Return to Figure 15-7 


Figure 15-8 Text Alternative (Chapter 15) 


Figure 15-8 Organization of a typical manufacturing firm, showing a breakdown of the 


marketing department 
Alt Text (Short Description) 
A flow chart shows an organization of a typical manufacturing firm. 


Detailed description 
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* Called chief marketing officer (CMO) 


Representatives in many corporations 


Organization of a typical manufacturing firm, showing a breakdown of the marketing 
department. A box at the top is labeled President/Chief Executive Officer. Arrows point 
from it to each of six boxes below, labeled as follows: Vice President Information Systems, 
Vice President Research and Development Department, Vice President Manufacturing 
Department, Vice President* Marketing Department, Vice President Accounting and 
Finance Department, Vice President Human Resources Department. From the Vice 
President Marketing Department box, arrows point to four more boxes, and two of those 
boxes then point to other boxes, as follows: Manager Product Planning: Associate Product 
Managers, Marketing Assistants; Manager Marketing Research, Manager Sales: Sales 
Regions and Representatives, Manager Advertising and Promotion. * Called chief marketing 


officer (C M O) in many corporations 


(4) Return to Figure 15-8 
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Glossary 


adoption curve 
The sequential diffusion and acceptance of an innovation into the market by 
consumers. 

advergaming 
Placing ads in online or offline video games. 

advertising 
Paid form of media used for non-personal communication to consumers 
about an organization, good, service, or idea. 

affiliate marketing 
When companies promote their businesses through a network of online 
associates (affiliates) to drive traffic, leads, and purchases. 

analytics 
The process of taking metrics data and applying smart thinking and 
technology to gain actionable insights that can help produce better business 
decisions. 

attitude 
Tendency to respond to something in a consistently favourable or 
unfavourable way. 

augmented reality (AR) 
The use of webcams or mobile devices to capture an image that is then 
supplemented with graphics, audio, video, or GPS data to provide additional 
information or an enhanced experience (12, 13) 

baby boomers 
Generation of people born between 1946 and 1965. 

back translation 
Retranslating a word or phrase back into the original language by a different 
interpreter to catch errors. 

banner ads 
Online ads that can stretch across the top of a web page or be formatted in 
various sizes, such as leaderboards, rectangles, big boxes, and skyscrapers. 

behaviouristics 
How and why consumers buy and use a product, including the desired 
product benefits, how frequently they buy, where they buy, and whether 
consumers are brand loyal in their purchase behaviour. 

beliefs 
Consumer's perceptions of how a product or brand performs. 

big data 


Massive amounts of data from traditional and online sources that are used 
for ongoing analysis. 

binge viewing 
Watching complete or partial seasons of TV shows over a few days. 

blog 
A website in the form of an online diary that is used by organizations and 
individuals to post updates that include personal opinions, activities, and 
experiences, with readers able to subscribe and post comments. 

Bluetooth 
Low-power radio waves that are transmitted though beacons and wirelessly 
transfer text, images, and audio or video data through a local hotspot to 
Bluetooth-enabled and -activated devices. 

brand 
A name, phrase, symbol, or design uniquely given by a company to a product 
to distinguish it from the competition. 

brand development index (BDI) 
An index that shows how well a brand’s sales are developed in a region 
relative to the region’s population size. 

branded entertainment 
The creation of an entertainment program, such as a TV episode, that is 
highly focused on a brand in exchange for payment. 

brand equity 
The value of a brand that results from the favourable exposure, interactions, 
associations, and experiences that consumers have with a brand over time. 

brand extension 
When new goods or services are introduced under an existing flagship brand 
name. 

brand loyalty 
Favourable attitude toward and consistent purchase of a single brand over 
time; the degree of target market commitment toward a brand over time 
that results in varying levels of purchase commitment. 

brand personality 
A set of human characteristics associated with a brand. 

breadth of product line 
The variety of different items a store carries. 

break-even analysis 
Examines the relationship between total revenue and total cost to determine 
profitability at different levels of output. 

brokers 
Independent firms or individuals whose main function is to bring buyers and 
sellers together to make sales. 

business analysis 


Financial projections on the impact of bringing the new product to market 
and selling it in the future. 
business market 
Products that are purchased either to run a business or to be used as a 
component in another product or service. 
business marketing 
Marketing to firms, governments, or nonprofit organizations. 
business products 
Products that are purchased either to run a business or to be used as a 
component in another product or service. Also called industrial goods or 
organizational products. 
business sustainability 
The long-term viability of a business related to its financial results, social 
performance, and environmental impact (1) 
buy classes 
Three types of organizational buying situations: straight rebuy, modified 
rebuy, or new buy. 
buying centre 
Group of people in an organization who participate in the buying process. 
causal research 
Research designed to identify cause-and-effect relationships among 
variables. 
central business district 
The oldest retail setting, the community's downtown area. 
channel conflict 
Arises when one channel member believes another channel member is 
engaged in behaviour that prevents it from achieving its goals. 
commercialization 
When the new product is brought to market with full-scale production, sales, 
and marketing support. 
common short codes (CSC) 
Dedicated short messaging codes of typically five to six digits that are used 
to trigger subscriptions, donations, alerts, or downloads, or to access 
promotional content. 
community shopping centre 
Retail location that typically has one primary store and 20 to 40 smaller 
outlets, serving a population of consumers within a 2- to 5-km drive. 
competitive advantages 
Those characteristics of a product or service that make it superior to 
competing substitutes. 
competitive forces 
Alternative products that can satisfy a specific market’s needs. 
concept tests 


External evaluations of a new product idea, rather than of the actual product 
itself. 
customer behaviour 
Actions a person takes when purchasing and using products and services. 
consumer market 
Goods, services, and ideas that a person can purchase, use, or support for 
personal use. 
consumer products 
Products purchased for their personal use by the ultimate consumer. 
consumer promotions 
Short-term marketing tools used to encourage immediate consumer 
purchase. 
consumer touch points 
The points of interaction that can be used to connect with consumers, 
including personal time in the home, shopping time, workplace situations, 
social situations, travel time, and even face-to-face product time (12) 
content marketing 
Creating and sharing expertise, information, or branded content that is 
designed to inform and engage with tools such as research papers, ebooks, 
infographics, how-to videos, blogs, webinars, enewsletters, case studies, and 
events that can readily be found with search engines. 
continuous innovations 
New products with more than just a minor product improvement, but that do 
not require radical changes by the consumer. 
convenience products 
Items purchased frequently that are inexpensive and require minimum risk 
and shopping effort. 
copyrights 
Used to legally protect original written works, sound recordings, or forms of 
communication from being copied by others. 
corporate social responsibility (CSR) 
When organizations voluntarily consider the well-being of society by taking 
responsibility for how their businesses impact consumers, customers, 
suppliers, employees, shareholders, communities, the environment, and 
society in general. 
corporate websites 
Websites that provide company and brand information to consumers and the 
media. 
cost per acquisition (CPA) 
The cost of acquiring a new follower or sale. 
cost per click (CPC) 
The cost of getting someone to click on a link or ad. 
cost per thousand (CPM) 


The cost of reaching 1,000 people. 
cross-channel shopper 
An online consumer who researches products online and then purchases 
them at a retail store. 
cross-cultural analysis 
Study of similarities and differences among consumers in two or more 
societies. 
cultural symbols 
Objects, ideas, or processes that represent a particular group of people or 
society. 
culture 
A set of values, ideas, and attitudes that are learned and shared among the 
members of a group. 
Customer Advocacy Funnel 
A communications approach that takes consumers from initial product 
awareness through to brand advocacy. 
customer experience management (CEM) 
Managing customer interactions with the goal of increasing satisfaction and 
loyalty. 
customer lifetime value 
The potential sales that will be generated by a customer if that customer 
remains loyal to that company for a lifetime. 
customer relationship management (CRM) 
The overall process of building and maintaining profitable customer 
relationships by delivering superior customer value and satisfaction. 
customer value proposition 
The unique combination of benefits received by targeted buyers that will 
satisfy their needs; this includes quality, price, convenience, delivery, and 
both before-sale and after-sale service. 
customs 
Norms and expectations about the way people do things in a specific country 
or culture. 
dashboards 
The visualization of data and key performance indicators using graphs, 
charts, and numbers so that numerical information tells a story that is 
insightful and easy to use and understand. 
data mining 
The processing of large amounts of data using sophisticated software to find 
insightful correlations and patterns that lead to better business decisions. 
data warehouse 
A central repository of an organization's electronically stored data. 
demand curve 


Graph relating quantity sold and price, which shows how many units will be 
sold at a given price. 

demographics 
The statistical data on a population according to characteristics such as 
gender, age, ethnicity, income, education, and occupation. 

depth of product line 
The assortment of products within each product line. 

derived demand 
Demand for industrial products and services driven by demand for consumer 
products and services. 

descriptive research 
Research designed to describe basic characteristics of a given population or 
to clarify its usage and attitudes. 

development 
The new product idea is turned into a prototype for further consumer 
research and manufacturing tests. 

digital marketing 
Using digital technology to reach consumers through computers, gaming 
devices, out-of-home electronic screens, or mobile devices such as 
smartphones and tablets. 

direct competitors 
Similar products sold in the same category. 

direct response marketing 
A tool designed to communicate with consumers in a targeted and 
personalized way using either traditional or online approaches. 

discretionary income 
Money that consumers have left after paying taxes and buying necessities. 

disintermediation 
Vertical channel conflict that arises when a channel member bypasses 
another member and sells directly to consumers. 

display advertising 
The use of online ads with graphics or animation that are placed on 
websites. 

disposable income 
Balance of income left after paying taxes; income that is used for spending 
and savings. 

Do Not Call List (DNCL) 
Gives customers the ability to elect to not receive telemarketing calls on 
cellphones and landline phones by registering the numbers of their 
communication devices. 

dual distribution 
Arrangement whereby a firm reaches buyers by using two or more different 
types of channels for the same basic product. 


dumping 
Occurs when a firm sells a product in a foreign country below its domestic 
prices or below its actual cost. 

durable good 
An item that lasts over an extended number of uses. 

earned media 
The free publicity secured through unpaid media mentions and consumers 
who spread the word through word of mouth or the Internet. 

economy 
The collective income, expenditures, and resources that affect the cost of 
running a business or a household. 

electronic data interchange (EDI) 
A computer-to-computer exchange of business documents from a retailer to 
a supplier and back. 

electronic or digital marketing channels 
Channels that use the Internet to make goods and services available to 
consumers or business buyers. 

email marketing 
The use of email to market products. 

e-marketplaces 
Online trading communities that bring together buyers and supplier 
organizations. 

event marketing 
The creation or involvement of a brand in an experience or occasion that will 
heighten its awareness, create positive associations, and generate a desired 
response. 

exchange 
The trade of things of value between buyers and sellers so that each 
benefits. 

exclusive distribution 
Only one retail outlet in a specific geographical area carries the firm’s 
products. 

experiential marketing 
Creates opportunities for consumers to directly interact with brands. 

experiment 
In marketing, changing a variable involved in a customer purchase to find 
out what happens. 

exploratory research 
Preliminary research conducted to clarify the scope and nature of the 
marketing problem or opportunity. 

fad 
Novelty products with very short product life cycles that experience 
immediate rapid growth, followed by an equally rapid decline. 


family brand 
When a company uses a brand name to cover a number of different product 
categories. 

family life cycle 
A family’s progression from formation to retirement, with each phase 
bringing distinct needs and purchasing behaviours. 

fashion product 
The life cycle for fashion is relatively short and cyclical, going from 
introduction to decline within two to three years, only to resurface again a 
few years later. 

feature phone 
Cellphone that is Internet-enabled and that allows for e-mailing, texting, and 
browsing but cannot download or use apps. 

fixed cost 
Firm’s expenses that are stable and do not change with the quantity of 
product that is produced and sold. 

fluctuating demand 
Demand for business products and services changes more than demand for 
consumer products and services. 

focus groups 
A qualitative research technique where a small group of people (usually six 
to ten) meet for a few hours with a trained moderator to discuss 
predetermined areas. 

form of ownership 
Distinguishes retail outlets on the basis of whether individuals, corporate 
chains, or contractual systems own the outlet. 

franchising 
Contractual arrangement in which a parent company (the franchisor) allows 
an individual or firm (the franchisee) to operate a certain type of business 
under an established name and according to specific rules set by the 
franchisor. 

Generation X 
People born between 1966 and 1980. 

Generation Y 
People born between 1981 and 1996. This generation is also referred to as 
Millennials. 

Generation Z 
People born between 1997 and 2012. 

generic brand 
A product that has no branding and is produced as a cheap alternative to a 
manufacturer’s brand and to branded private-label products. 

geographics 


Where a target market lives, using variables such as country, region, 
province, city size, and population density, such as urban, suburban, or rural. 

global brands 
Brands that are sold in a variety of international markets and that enjoy wide 
recognition in these markets. 

goals (objectives) 
Targets of performance to be achieved within a specific time frame. 

good 
A product you can touch and own. 

greenwashing 
The deceptive use of marketing practices to give the impression that a good, 
service, or organization is environmentally friendly. 

grey market 
Situations where products are sold through unauthorized channels of 
distribution. Also Known as parallel importing. 

gross income 
Total amount of money made in one year by a person, household, or family 
unit, before taxes. 

harvest 
When a company keeps a product but reduces marketing support in an 
attempt to reap some minor profits. 

high-learning product 
Significant consumer education is required for these products, which have an 
extended introductory period. 

hybrid apps 
Apps that combine the functionality of native apps with the flexibility of web 
apps. 

idea 
A concept that typically looks for support. 

idea generation 
Developing a pool of new product ideas. 

idle production capacity 
When the supply of a service exceeds its demand. 

inbound marketing 
When consumers find a product and its messaging by using online 
techniques that marketers facilitate, including search engine optimization, 
pay-per-click ads, and the use of social media to connect with consumers. 

in-depth interviews 
Detailed interviews where a researcher questions an individual at length in a 
free-flowing conversational style in order to discover information that may 
help solve a marketing problem. 

indirect competitors 


Products competing for the same buying dollar in a slightly different but 
related category. 
individual brand 
When a company uses a brand name solely for a specific product category. 
individualized marketing 
One-to-one marketing that involves customizing offers and, in some cases, 
products to fit individual needs. 
inelastic demand 
Demand for products does not change because of increases or decreases in 
price. 
inflation 
When the cost to produce and buy products and services gets higher as 
prices rise. 
integrated marketing communications (IMC) 
A communications approach that coordinates all promotional activities to 
provide a consistent message to a target audience. 
intensive distribution 
A firm tries to place its products or services in as many outlets as possible. 
intermediaries 
Individuals or firms performing a role in the marketing channel, involved in 
making a product available. 
intertype competition 
Competition between very dissimilar types of retail outlets. 
involvement 
Personal, social, and economic significance of a purchase to the consumer. 
just-in-time (JIT) inventory system 
A system designed to deliver less merchandise on a more frequent basis than 
traditional inventory systems. 
leaderboards 
Banner ads that stretch across the top of a web page. 
lead generation 
The requests for additional information that result from direct response 
marketing. 
learning 
Behaviours that result from repeated experience or reasoning. 
legacy data 
Data that is difficult to use as it has been collected and stored in an obsolete 
format or system that is no longer compatible with current computer systems 
and databases (4) 
level of service 
The degree of service provided to the customer by self-, limited-, and full- 
service retailers. 
line extension 


The addition of a new item to an already existing product line. 

logistics 
Activities that focus on getting the right amount of the right products to the 
right place at the right time at the lowest possible cost. 

low-learning product 
Little consumer education is required, resulting in a short introductory stage 
for the product. 

loyalty programs 
Programs specifically designed for customer retention. 

macroeconomic forces 
The state of a country’s economy as a whole as indicated by its growth rates, 
inflation rates, unemployment rates, and consumer confidence indexes. 

manufacturers’ agents 
Work for several producers and carry non-competitive, complementary 
merchandise in an exclusive territory. 

manufacturer’s brand 
A brand owned and produced by the manufacturer. 

market 
Potential consumers with both the willingness and the ability to buy. 

marketing 
The process of planning and managing goods, services, or ideas to meet 
consumer needs and organizational objectives. It includes the conception of 
these products and the pricing, promotion, and distribution programs 
designed to make a profit and generate revenue or support for an 
organization. 

marketing channel 
The set of individuals or firms involved in the process of making a product 
available. 

marketing communication agencies 
Broad-spectrum integrated agencies or specialist agencies that provide 
marketers with expertise on how best to communicate messages to their 
audiences. 

marketing communication tools 
Advertising, public relations, sales promotion, direct response marketing, 
event marketing and sponsorship, product placement and branded 
entertainment, personal selling, online marketing, social media marketing, 
and mobile marketing. 

marketing concept 
The idea that an organization should strive to satisfy the needs of consumers 
while also trying to achieve organizational goals (1) 

marketing dashboard 
A visual computer display of essential marketing information. 

environmental scan 


The process of continually acquiring information on events occurring outside 
an organization to identify trends, opportunities, and threats to a business. 

marketing information system (MIS) 
A set of procedures and processes for collecting, sorting, analyzing, and 
summarizing information on an ongoing basis. 

marketing metric 
A measure of the value or trend of a marketing activity or result. 

marketing mix 
The 4 Ps—product, price, place, and promotion. 

marketing orientation 
Focusing organizational efforts to collect and use information about 
consumers’ needs in order to create customer value. 

marketing plan 
Road map for the marketing activities of an organization for a specified 
future period of time. 

marketing process 
The process of (1) identifying consumer needs, (2) managing the marketing 
mix to meet these needs, and (3)reaching potential consumers or the 
market. 

marketing strategy 
Means by which a marketing goal is to be achieved. 

marketing tactics 
Detailed day-to-day operational decisions essential to the overall success of 
marketing strategies. 

market research 
The process of planning, collecting, and analyzing information in order to 
recommend actions to improve marketing activities. 

market segmentation 
The aggregation of prospective buyers into groups that have common needs 
and respond similarly to marketing programs. 

market share 
The percentage of sales volume for a product relative to the entire sales 
volume of the category in which it competes; ratio of a firm’s sales to the 
total sales of all firms in the industry. 

markup 
The difference between selling price and cost, usually expressed as a 
percentage of cost. 

mass marketing 
Marketing a product with broad appeal to the entire market without any 
product or marketing differentiation. 

matrix 2D barcode 
A two-dimensional response code that, when scanned by a mobile barcode 
reader or app, provides additional information, launches websites, prompts 


downloads, sends text messages, or deploys messages. 
m-commerce 
The process of purchasing an item online through a mobile device. 
merchandise mix 
How many different types of products a store carries and in what 
assortment. 
merchant wholesalers 
Independently owned firms that take title to the merchandise they handle. 
metrics 
Numeric data that are collected and grouped to track performance, often 
presented in spreadsheets and dashboards. 
microeconomic forces 
The supply and demand of goods and services and how this is impacted by 
individual, household, and company decisions to purchase. 
microsites 
Promotional websites created for short-term promotional purposes, often 
allowing consumers to enter contests and access promotional information. 
millennials 
People born between 1981 and 1996. This generation is also referred to as 
generation Y. 
minor innovations 
Minor product modifications that require no adjustments on behalf of the 
consumer. 
mission 
Statement of the organization’s purpose and direction. 
mobile applications (apps) 
Software programs that can be downloaded on a smartphone or tablet to 
engage consumers with information, entertainment, or interactivity. 
mobile check-in services 
When consumers check into locations using apps to post their whereabouts 
and to receive offers from local merchants on their mobile device. 
mobile discovery 
The use of mobile apps to help find local businesses, services, and 
attractions. 
mobile email 
Email sent and/or received using a mobile device. 
mobile marketing 
A set of practices that enables organizations to communicate and engage 
with their audiences in an interactive and relevant manner through any 
mobile device or network. 
mobile messaging 
Comes in the form of common short codes (CSC), short messaging services 
(SMS), multimedia messaging services (MMS), email messaging, in-person 


voice phone calls, and voice messaging. 
mobile voice 
Voice messaging left or received using mobile devices (13) 
mobile wallets 
Apps that store payment and loyalty information on a mobile device that can 
then be swiped or tapped at retail (13) 
mobile Web 
A website designed for the smaller screens of mobile devices. 
monopolistic competition 
Type of competition where a large number of sellers compete with each 
other, offering customers similar or substitute products. 
monopoly 
When only one company sells in a particular market. 
motivation 
Energizing force that stimulates behaviour to satisfy a need. 
multi-channel marketing 
Blending of different communication and delivery channels that are mutually 
reinforcing in attracting, retaining, and building relationships with customers. 
multichannel retailers 
Use a combination of traditional store formats and non-store formats such as 
catalogues and online retailing. 
multimedia messaging services (MMS) 
Standard text messaging services that include audio, video, or images. 
native apps 
Apps downloaded from app stores that are specifically created to be hosted 
and run on a mobile device. 
near field communications (NFC) 
The two-way radio communication between smartphones and smartphone- 
type devices to transfer images, documents, or monetary transactions when 
the two devices touch or are within a few inches of each other. 
new product development process 
Sequence of steps that a firm takes to develop a new product idea and take 
it to market. 
new product development strategy 
Setting the new product strategic direction for the company as a whole, and 
the precise objectives for the project at hand. 
niche marketing 
Marketing a limited product line to a narrow but profitable segment of the 
market that is of marginal interest to major competitors. 
non-durable good 
An item that does not last and is consumed only once, or for a limited 
number of times. 
nonprobability sampling 


Selecting a sample so that the chance of selecting a particular element of a 
population is either unknown or zero. 

North American Industry Classification System (NAICS) 
Provides common industry definitions for Canada, Mexico, and the United 
States. 

objectives 
Specific, measurable goals. 

observational data 
Facts and figures obtained by watching how people actually behave, which 
can be collected by mechanical (including electronic), personal, or 
neuromarketing methods. 

off-price retailing 
Selling brand-name merchandise at lower than regular prices. 

oligopoly 
Type of competition that occurs when a few companies control a market. 

omnibus survey 
The voluntary participation of respondents in routine research surveys that 
allow marketers to add a small number of questions to an existing survey to 
receive cost-effective data. 

online behavioural advertising (OBA) 
The use of web-based programs to track consumers’ online activity so as to 
deliver ads that correspond to browsing interests. 

online research communities 
The use of consumer groups, brought together privately in an online 
environment, to answer questions, respond to ideas, and collaborate with 
researchers in real time. 

opinion leaders 
Individuals who have social influence over others. 

organizational buyers 
Manufacturers, wholesalers, retailers, and government agencies that buy 
goods and services for their own use or for resale. 

organizational buying behaviour 
Process by which organizations determine the need for goods and then 
choose among alternative suppliers. 

outbound marketing 
Marketers seek out consumers by widely broadcasting messages using 
advertising, direct mail, e-mail marketing, telemarketing, and personal-selling 
approaches. 

out-of-home (OOH) advertising 
Casually referred to as outdoor; reaches consumers outside the home in 
outdoor locations, in transit, or in commercial or business locations. 

owned media 


The media channels that a company controls, either fully or partially, such as 
a website, microsite, or social media page that is used to directly 
communicate with consumers. 

paid media 
The media time purchased so that messages can be disseminated through 
channels that are controlled by others. 

panel 
A large sample of respondents that voluntarily complete questionnaires on a 
regular basis so that researchers can assess changes in behaviour and 
attitudes. 

Pareto’s Rule 
The concept that 80 percent of a brand’s sales come from 20 percent of its 
customers. 

partnership marketing 
The creation of formal associations between brands that will result in 
incremental business for both brands that could not have been achieved 
separately. Also known as affinity marketing. 

patents 
Used to legally protect new technologies, unique processes, or formulations 
from usage by other companies. 

pay-per-click advertising (PPC) 
Ads that appear in response to keyword triggers on search engines, as well 
as on some websites, blogs, and social media sites, where the advertiser 
pays only when the ad is clicked. 

perceived risk 
Anxiety felt when a consumer cannot anticipate possible negative outcomes 
of a purchase. 

perception 
Process by which someone selects, organizes, and interprets information to 
create a meaningful picture of the world. 

perfect competition 
Type of competition where there are many sellers with nearly identical 
products and little differentiation. 

perishability 
When products cannot be stored for long periods of time to use at a later 
date (7) 

permission-based email 
When a recipient chooses to receive email from a marketer. 

personality 
A person's character traits that influence behavioural responses. 

personal selling 
The two-way flow of communication between a buyer and seller, often face- 
to-face or facilitated through communication devices, to influence an 


individual and group purchase decision. 

personas 
Character descriptions of a typical customer in the form of fictional character 
narratives, complete with images that capture the personalities, values, 
attitudes, beliefs, demographics, and expected interactions with a brand. 

place 
Distribution channels, retail formats, and merchandising used to sell a 
product. 

positioning maps 
Visual representations of how products in a category are positioned in 
consumers’ minds; also Known as perceptual maps. 

positioning statement 
A formalized statement that identifies the image a branded product 
represents in the market and what sets it apart from the competition. 

power centre 
Large shopping strip with multiple anchor stores, a convenient location, and 
a supermarket. 

predictive analytics 
The combination of data from varied sources to reveal patterns that are 
modelled to predict what might happen in the future. 

pre-roll video advertising 
The use of TV-type ads that play before video segments are watched online 
(12) 

press conference 
A planned event where representatives of the media are invited to an 
informational meeting with the company. 

press release 
An announcement written by an organization and sent to the media. 

price 
What is exchanged for a product, including theexpected regular retail or sale 
price. 

pricing constraints 
Factors that limit the range of prices a firm may set. 

pricing objectives 
Expectations that specify the role of price in an organization's marketing and 
strategic plans. 

primary data 
Data that is original and specifically collected for a project. 

private-label brand 
Otherwise known as a store brand, a brand owned by a retailer that 
contracts its manufacturing to major suppliers, and then sells the product at 
its own retail stores, under its own store-brand name. 

probability sampling 


Selecting a sample so that each element of a population has a specific known 
chance of being selected. 
product 
Attributes that make up a good, a service, or an idea, including product 
design, features, colour, packaging, warranty, and service levels. 
product depth 
The assortment of products within each product line. (7) 
product differentiation 
Positioning a product to a target group so that it appears distinct from 
competitive offerings. 
production orientation 
Focusing organizational efforts on the manufacture of goods. 
product life cycle 
The stages that a new product goes through, starting with introduction and 
evolving into growth, maturity, and decline. 
product line 
A group of similar products that are closely related because they satisfy a 
similar need and are directed at the same general target market. 
product mix 
All the product lines marketed by a company. 
product placement 
The inclusion of a product in a movie or TV program in return for payment. 
product positioning 
The impression of the product you want to establish in consumers’ minds 
relative to their needs and the competition. 
product mix width 
The number of different product lines offered by a company. 
profit 
The excess of revenues over costs, the reward to a business for the risk it 
undertakes in offering a product for sale. 
profit equation 
Profit = total revenue — total cost. 
promotion 
Communication tools needed to inform customers about a product, including 
advertising, public relations, sales promotion, direct response, event 
marketing, sponsorship, online approaches, and personal selling. 
promotional mix 
The selection of promotional tools used to communicate with a target 
market. 
promotional partnerships 
Simple short-term promotional offers between brands (1) 
proximity marketing 


The distribution of marketing content to mobile devices that have opted in at 
a particular local geo-location to receive information. 

psychographics 
Understanding consumers’ lives, values, personalities, general interests, 
opinions, and activities. 

publicity 
A non-personal form of communication that appears in the media and is not 
paid for directly by the organization. 

public relations 
A communications tool that seeks to influence the opinions and attitudes of 
target groups through the use of unpaid media exposure; targets the media 
in an attempt to generate positive publicity for a company, product, or 
individual. 

pull strategy 
When marketers focus communication efforts on ultimate consumers to build 
awareness, trial, and demand for a product. 

purchase decision process 
Stages that a buyer passes through when making choices about which 
products or services to buy. 

push strategy 
When marketers focus communication on the distribution channel to gain 
support from retailers, distributors, and wholesalers. 

qualitative research 
A form of research that uses approaches such as focus groups, in-depth 
interviews, online communities, online bulletin boards, and social listening to 
provide insightful and directional information. 

quantitative research 
Statistically reliable information that uses observational and/or questioning 
techniques such as observations, surveys, and experiments. 

questionnaire data 
Facts and figures obtained by asking people about askingpeople about their 
attitudes, awareness, intentions, and behaviours. 


radical innovations 
New products that involve the introduction of a product that is entirely new 
and innovative to the market. 

radio frequency identification (RFID) tags 
The use of physical tags on products so that its radio signals can interact 
with an electronic device to provide information in the form of text, images, 
or video (13) 

real-time marketing 
A planned tactical approach where brands make themselves relevant online 
during events or newsworthy occurrences by diving into conversations as 


they occur with aligned short-term messaging that takes advantage of the 
current buzz. 
recession 
A time of slow economic activity with two consecutive periods of negative 
growth. 
reference group 
A group of people who influence a person’s attitudes, values, and behaviour. 
regional shopping centres 
Consist of 50 to 150 stores that typically attract customers who live within a 
5- to 15-km range; often containing two or three anchor stores. 
regulations 
Restrictions placed on marketing practices by government and industry 
associations. 
relationship marketing 
When organizations create long-term links with customers, employees, 
suppliers, and other partners to increase loyalty and customer retention. 
relationship selling 
The practice of building long-term loyalty from customers based on a 
salesperson’s attention and commitment to customer needs over time (12) 
repositioning 
Changing the place a product occupies in consumers’ minds relative to 
competitive products to more accurately meet consumer needs. 
retailing 
All activities involved in selling, renting, and providing goods and services to 
ultimate consumers for personal, family, or household use. 
retailing mix 
The goods and services, pricing, physical distribution, and communications 
tactics chosen by a store. 
retargeted ads 
Display ads that ad networks redirect to a computer’s IP address when a 
consumer previously clicked on an ad but did not respond to its contents (12) 
reverse auction 
Occurs when a buyer communicates a need for something and would-be 
suppliers bid in competition with one another. 
RFM analysis 
The rating of customers on the basis of how recently products were 
purchased (recency), how often products were purchased (frequency), and 
the dollar value of the transactions (monetary value). 
sales orientation 
Focusing organizational efforts on selling as many products as possible. 
sales promotion 
A communications tool that provides short-term incentives to generate 
interest in a product or cause and encourages purchase or support. 


sampling 
The process of gathering data from a subset of the total population rather 
than from all members of that particular group. 
scrambled merchandising 
Offering several unrelated product lines in a single retail store. 
screening and evaluation 
Reduces the list of ideas down to a list of promising concepts. 
search engine marketing (SEM) 
Refers to a paid form of advertising that emerges after a search engine 
query. 
search engine optimization (SEO) 
Ensuring that websites are written, indexed, and coded so that they are 
highly rated and ranked by the search engines. 
secondary data 
Facts and figures that have already been recorded by a third party. 
segment marketing 
Marketing a range of different products and brands to specifically meet the 
needs of an organization's varied target markets (6) 
selective distribution 
A firm selects a few retail outlets in a specific geographical area to carry its 
products. 
selling agents 
Represent a single producer and are responsible for the entire marketing 
function of that producer. 
semi-structured data 
A hybrid data format that consists of structured and unstructured data (4) 
service 
A product that is intangible; an activity, benefit, or satisfaction that you 
cannot touch. 
service continuum 
A range from tangible goods to intangible services. 
share of wallet 
The percentage of a customer's purchases that a company has in a specific 
product category. 
shopping products 
Items that require comparison shopping between different brands and an 
investment of shopping time. 
short messaging services (SMS) 
Standard text messaging that uses protocols of 160 characters per message. 
showrooming 
Using mobile devices in-store to check online competitive product reviews 
and prices, which results in the online purchase of a cheaper product. 
shrinkage 


Breakage and theft of merchandise by customers and employees. 

situation analysis 
Taking stock of a firm’s or product’s past performance, where it is now, and 
where it is headed. 

skyscrapers 
Banner ads that are tall, slim, and vertical and appear along the side of a 
web page. 

smartphone 
An advanced cellphone that has similar functionality to a personal computer 
in addition to taking pictures, playing music and movies, navigating with 
GPS, and using apps to enhance its features and capabilities. 

social listening 
Research that monitors public online consumer conversations on social media 
sites such as social networks, blogs, and forums. 

social media 
A form of online media that allows members to create their own network of 
friends and contacts to share comments, articles, opinions, videos, and 
images as a form of self-expression. 

social media analytics 
The real-time measurement, interaction, and analysis of social media to 
assess social media campaign performance, message resonation and 
amplification, consumer sentiment, and common themes. 

social media marketing 
Reaching out to consumers online through social media networks. 

social media monitoring 
The monitoring of brand mentions, as well as consumer sentiment, buzz, and 
engagement, on the Internet. 

social media release 
A multimedia, online press-release platform that includes video, text, and 
images, as well as social media buttons for sharing on social networks and 
comment areas where viewers can leave comments. 

social networks 
Online websites that allow members to create a network of friends and 
contacts to share messages, comments, videos, and images as a form of 
self-expression. 

social TV 
Watching TV programming while adding comments on social networks. 

societal marketing concept 
Marketing programs that focus on the consumer and the well-being of 
society. 

socio-cultural forces 
Cultural values, ideas, and attitudes, as well as society’s morals and beliefs. 

spam 


The dissemination of unsolicited electronic messages to recipients. 

specialty products 
Items for special occasions that require a specific product or brand and 
require considerable time and effort to purchase. 

sponsorship 
When an advertiser pays a fee in exchange for inclusion in an event, 
involvement in its advertising opportunities, or exposure within the event 
itself. 

strategic alliance 
Long-term arrangement between companies with similar values and 
marketing objectives that extends beyond short-term promotional offers into 
long-term formal business agreements. 

strategic marketing process 
Approach whereby an organization allocates its marketing mix. 

strategy 
An organization's long-term course of action that delivers a unique customer 
experience while achieving its goals. 

strip location 
A cluster of stores serving people who live within a 5- to 10-minute drive. 

structured data 
Data that can be easily tagged, stored, and searched in a database using 
consistently identifiable terms that are systematically organized into columns, 
rows, and tables. 

sub-brand 
A brand that uses the family brand name as well as its own brand name and 
identity so that it can take on the strengths of the parent brand but also 
differentiate itself. 

subcultures 
Subgroups within a larger culture that have unique values, ideas, and 
attitudes. 

supply chain 
Sequence of firms that perform activities required to create and deliver a 
product to consumers or industrial users. 

supply chain management 
Integration and organization of information and logistics activities across 
firms in a supply chain for the purpose of creating and delivering goods and 
services that provide value to consumers. 

supply partnership 
Relationship between a buyer and supplier that adopts mutually beneficial 
objectives, policies, and procedures. 

SWOT analysis 
The assessment of how well an organization or brand is servicing its 
businesses and target markets by evaluating its internal strengths and 


weaknesses, andits external opportunities and threats. 

target market 
The specific group or segment(s) of existing and potential consumers to 
which marketers direct their marketing efforts. 

target market profile 
A description of the target market that contains specific information about 
the target group in four areas: geographics, demographics, psychographics, 
and behaviouristics. 

technological forces 
Inventions from science or engineering research. 

telemarketing 
Using the telephone to interact with and sell directly to consumers. 

test market 
An in-market localized approach, or short-term online destination, used to 
test the success of promotional offers, new services, or new-product 
launches. 

test marketing 
Offering a new product for sale on a limited basis in a defined geographic 
area to assess its success. 

total cost 
Total expenses incurred by a firm in producing and marketing a product; 
total cost is the sum of fixed cost and variable costs. 

total revenue 
Total money received from the sale of a product. 

touch point 
Any situation in which a customer comes into contact with a brand or 
company. 

trademarks 
Used by people or organizations to protect brand images, names, slogans, 
and designs from usage by others. 

trade promotions 
Short-term promotional tools used to generate support with wholesalers, 
distributors, or retailers. 

traditional auction 
Occurs when a seller puts an item up for sale and would-be buyers bid in 
competition with each other. 

traffic generation 
The visits to a location or website that result from direct response marketing. 

unsought products 
Unknown items or those of no interest to the purchaser. 

unstructured data 
Data that comes from word-processed documents, presentations, audio files, 
images, video, and e-mail or social media messages that cannot be easily 


categorized and tagged in a database using fixed terms and definitions. 
user-generated content (UGC) 
Original online content that has been created by users in the form of blogs, 
posts, images, audio, or video. 
value 
The ratio of perceived benefits to price. 
values 
Socially preferable modes of conduct or states of existence that tend to 
persist over time (3) 
variable cost 
Sum of the expenses of the firm that vary directly with the quantity of 
products that is produced and sold. 
vertical marketing systems 
Professionally managed and centrally coordinated marketing channels 
designed to achieve channel economies and maximum marketing impact. 
virtual services 
Services that exist only online and have no person-to-person interaction. 
web analytics 
The measurement and analysis of website data, looking at elements such as 
page views, time on site, bounce rate, new visitors, returning visitors, and 
referral traffic. 
mobile Web apps 
Websites designed to simulate an app experience by adding a shortcut that 
runs off a browser on a mobile device. 
wiki 
A collaborative website that uses an application with which multiple users 
can create, add, edit, or delete content. 
word of mouth 
People influencing each other in personal conversations. 
word-of-mouth marketing 
The spread of positive messages about a product by listening to consumers, 
identifying influential individuals that can spread the word, and making it 
easier for them to do so. 
database marketing 
The use of databases to customize communications to customers and 
potential customers for the purpose of promoting a product or service. 
gross domestic product (GDP) 
The total dollar value of all goods and services produced in a country within 
a specified time period. 
interest rates 
The amount charged as a fee for borrowing money, normally expressed as a 
percentage per year. 
key performance indicators (KPIs) 


Types of metric that are used to evaluate performance. 
descriptive analytics 
Atype of analytics that focuses on whathas happened. 
social analytics 
The real-time measurement, interaction, and analysis of social media to 
assess social media campaign performance, message resonation and 
amplification, consumer sentiment, and common themes. 
need 
Occurs when a person feels deprived of basic necessities. 
want 
A need that is shaped by a person’s knowledge, culture, and personality. 
delete 
When a company discontinues a product. 
product 
a good, a service, or an idea consisting of tangible and intangible features 
core product 
The fundamental benefit that a consumer derives from having the product. 
actual product 
The physical good or the services that a customer purchases. 
product line length 
The total number of products or brands in a product line. 
transactional websites 
Electronic storefronts focused on converting an online browser into an online 
buyer. 
promotional websites 
Focus on showcasing products and services. 
reach 
The number of people who are exposed to a communication vehicle or 
message; is presented as a percentage of the total number of people in a 
target audience. 
frequency 
The number of times the target audience is exposed to the communication 
vehicle or the communication message. 
touch points 
Any situation in which a customer comes into contact with a brand or 
company. 
in-stream advertising 
The use of video ads that play before (pre-roll), during (mid-roll), or after 
(post-roll) video segments are watched online. 
vlog 
A blog posted in video format. 
social media monitoring 


The monitoring of brand mentions, consumer sentiment, buzz, and 
engagement on the Internet. 

engagement metrics 
Measures how much and how often consumers interact with social media 
content. 

performance metrics 
data that can point to adjustments or changes that should be made to your 
social media program 

optimization metrics 
Data that can point to adjustments or changes that should be made to your 
social media program. 

push notifications 
Any content sent to a mobile device that a customer must opt in to receive 
from a marketer. 

geofencing 
Uses global positioningsystem (GPS) to trigger an event to happen when a 
device enters a certain geographic area. 

Wi-Fi hotspots 
Areas set up with free Internet access. Once customers log in to use the free 
Wi-Fi, they can be sent location-specific content. 

wearables 
Devices that can be worn on the body or on clothes. 

augmented product 
The additional features and attributes that accompany a product. 

product line depth 
The assortment of different versions of each product sold within its product 
lines. 

unemployment rate 
Measures the share of the labour force that is not working. 

co-branding 
When two brands work together on a new product or service. 

reverse logistics 
A process of reclaiming recyclable and reusable materials, returns, and 
reworks from the point of consumption or use for repair, remanufacturing, 
redistribution, or disposal. 

adaptive selling 
A need-satisfaction presentation format that involves adjusting the 
presentation to fit the selling situation, such as knowing when to offer 
solutions and when to ask for more information. 

marketing research 
The process of defining a marketing problem and opportunity, systematically 
collecting and analyzing information, and recommending actions. 

Internet of Things (IoT) 


The network of products embedded with connectivity-enabled electronics. 
measures of success 
Criteria or standards used in evaluating proposed solutions to the problem. 
data 
The facts and figures related to the project that are divided into two main 
parts: secondary data and primary data. 
information technology 
Includes all of the computing resources that collect, store, and analyze data. 
predictive modelling 
Based on statistical models that use data mining and probability analysis to 
foretell outcomes. 
influencer marketing 
The practice of focusing on the identification and recruitment of influencers 
to advocate for a company’s products, services, and brands rather than 
focusing exclusively on prospective buyers. 
customer journey map 
A visual representation of all the touchpoints a customer comes into contact 
with before, during, and after a purchase. 
customer touchpoints 
A marketer's product, service, or brand points of contact with a customer 
from start to finish in the purchase decision process. 
social forces 
The demographic characteristics of the population and its culture. 
binge watching 
Watching two or more episodes of a TV show in one sitting . 
cord cutters 
People who decide to cancel cable or satellite TV and focus on online 
viewing. 
listing fees 
Price needed to be paid to place your product on a retailer's shelf or 
ecommerce platform. 
price skimming 
Pricing strategy where a company charges a high price initially and lowers 
the price over time. 
constraints 
In a decision, the restrictions placed on potential solutions to a problem. 
sales forecast 
The total number of a product that a firm expects to sell during a specified 
time period under specified environmental conditions and its own marketing 
efforts. 
above-, at-, or below-market pricing 
Setting a market price for a product or product class based on a subjective 
feel for the competitor's price or market price as the benchmark. 


barter 
The practice of exchanging products and services for other products and 
services rather than for money. 
skimming pricing 
Setting the highest initial price that customers really desiring the product are 
willing to pay when introducing a new or innovative product. 
bundle pricing 
The marketing of two or more products in a single package price. 
cost-plus pricing 
Summing the total unit cost of providing a product or service and adding a 
specific amount to the cost to arrive at a price. 
customary pricing 
Setting a price that is dictated by tradition, a standardized channel of 
distribution, or other competitive factors. 
loss-leader pricing 
Deliberately selling a product below its customary price, not to increase 
sales, but to attract customers’ attention to it in hopes that they will buy 
other products with large markups as well. 
odd-even pricing 
Setting prices a few dollars or cents under an even number. 
penetration pricing 
Setting a low initial price on a new product to appeal immediately to the 
mass market. 
prestige pricing 
Setting a high price so that quality- or status-conscious consumers will be 
attracted to the product and buy it. 
value pricing 
The practice of simultaneously increasing product and service benefits while 
maintaining or decreasing price. 
standard markup pricing 
Adding a fixed percentage to the cost of all items in a specific product class. 
target profit pricing 
Setting an annual target of a specific dollar volume of profit. 
target return-on-investment pricing 
Setting a price to achieve an annual target return on investment (ROI). 
target return-on-sales pricing 
Setting a price to achieve a profit that is a specified percentage of the sales 
volume. 
Mobile advertising 
Refers to any advertising that is viewed on a mobile device such as a 
smartphone or a tablet. 
voluntary chain 


A voluntary group or chain of retailers linked to the wholesale supplier and 
working together to achieve economies of scale in business practices 
including, but not limited to purchasing, and advertising. 


